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INTERNATIONAL WHEAT AGREEMENT 





FRIDAY, JUNE 26, 1953 


Unirep StTares SENATE, 
SUBCOMMITTEE ON INTERNATIONAL WHEAT AGREEMENT 
OF THE COMMITTEE ON ForerIGN RELATIONS, 
Washington, D. C. 


The subcommittee met, pursuant to call, at 10 a. m., in room 457, 
Senate Office Building, Washington, D. C., Senator William Langer 
(chairman of the subcommittee) presiding. 

Present: Senators Langer (presiding), Hickenlooper, and Mansfield. 

Also present: Hon. Frank Carlson, United States Senator from 
Kansas. 


ENDORSEMENT OF DEPARTMENT OF AGRICULTURE 


Senator LANGER. The committee will come to order. Gentlemen, 
I have received a letter from the Secretary of Agriculture, which I 
will read: 


DEAR SENATORS: I regret that attendance at the Cabinet meeting will not 
ermit my attendance at this important hearing to consider the renewal of the 
Tancraaaicaad Wheat Agreement which has been negotiated. Your chairman has 
graciously excused me from the hearing but I want you and all of the Senate to 
have this personal endorsement of the International Wheat Agreement in the form 
in which it has been renegotiated. We trust it will have your prompt approval. 
It is not only an important commodity agreement, but major evidence of our 
willingness to cooperate in international understanding and trade. 

The importance of the agreement to nations is shown by the prompt signing of 
the proposed renewal by 45 of the 46 member nations. Additional countries have 
asked to become members 

Certainly we hope that the United Kingdom will yet retain membership in the 
agreement and continue her leadership in this cooperative effort among the nations. 

Under Secretary of Agriculture True D. Morse was the official United States 
delegate in negotiating the renewal of the International Wheat Agreement, and 
will present our testimony to you. Serving with him as alternate delegates were 
Dr. Dennis J. FitzGerald, of the Mutual Security Administration ; Fred J. Rossiter, 
of our Foreign Agricultural Services; and John W. Evans, of the Department of 
State. 

We know how crowded is your schedule and appreciate the prompt conclusions 
on the hearing which you plan. It is regrettable thet the timing of events has 
given us very little leeway in deciding this important issue, but we had no other 
choice. 

Please let me know if there are any matters relating to your consideration of the 
agreement which require my personal attention. 

Sincerely, 
Ezra T. Benson. Secreiar 


Mr. Morse, are you ready to proceed? 
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STATEMENT OF TRUE D. MORSZ, UNDER SECRETARY OF 
AGRICULTURE 


Mr. Morse. Yes, Mr. Chairman. 

Mr. Chairman and committee members, I appreciate this oppor- 
tunity to appear before you in support of the agreement revising and 
renewing the International Wheat Agreement of 1949. About two- 
thirds of the total world trade in wheat has been handled under this 
agreement 


INTERNATIONAL WHEAT COUNCIL 


it was my privilege to serve as head of the United States delega- 
tion to the session of the International Wheat Council at which the 
renewal agreement was negotiated. The negotiations were long and 
hard —lasting for 10 weeks, from February 2 to April 13—but they 
were, on the whole, successful. That the representatives of the 
16 nations involved devoted so much time and effort to this agreement 
is evidence of the importance each country attached to the principles 
involved. It is evidence, too, of the will to work toge ‘ther and to seek 
compromise of the differences which one would expect to exist between 
buvers and sellers of wheat and wheat flour in a deal covering so large 
a share of the total world trade in those commodities. 

| will confine my remarks to a discussion of the broad principles and 
provisions of this agreement —as they relate to American agricultural 
interests—and to the approach we took in establishing the position of 
the United States on the question of renewal. A representative of the 
Department of State will discuss the value of the pact as it relates to 
the foreign policy of the United States. 


STEPS TAKEN TO RENEW THE AGREEMENT 


One of the first major problems in the field of agriculture to con- 
front the new administration was the question of renewing the wheat 
agreement. 

We proceeded promptly to get an objective appraisal of the Inter- 
national Wheat Agreement from agricultural leaders in three repre- 
sentative land-grant colleges. We then explored the advisability 
of renewal with the President’s National Agricultural Advisory Com- 
mittee in early January. This was followed by meetings with a 
Producer-Industry Advisory Group which was representative of 
wheat producers, farm organizations, the grain trade and the milling 
industry Similar meetings were held with a congressional advisory 
‘up composed of members from both the Senate and the House 

Representatives. Finally, informal discussions were held with 
representatives of the other exporting-country members of the Wheat 
Council During al ll of this e xplors story pe riod, re prese ntatives of the 
new administration adopted an open-minded attitude and our posi- 
tion was not determined until we had obtained the best council 


available. All who were called upon to serve in this work contributed 


' 
I 
‘ 

ot 


most generously of their time, effort, and experience. The helpful 
and constructive attitude of all has been sincerely appreciated. 
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MAJOR POINTS BROUGHT OUT DURING DISCUSSIONS 


Out of the rather widespread discussions, there emerged several 
major points on which there was general agreement and on which 
the opening United States position was based. Included among 
these are the following: 

One, the basic principles of the existing International Wheat Agree- 
ment are sound. 

Two, under present conditions, the agreement effectively implements 
both our domestic and foreign policies. 

Three, operating experience under the current agreement has demon- 
strated that such an agreement is administratively workable. 

Four, there should be a substantial increase in the basic maximum 
and minimum prices of the 1949 agreement. 

Five, quotas of individual countries should be made more repre- 
sentative in order to meet changing requirements and to eliminate 
certain competitive disadvantages to flour exporters which developed 
during the present agreement. 

It was decided that the United States should support renewal of 
the International Wheat Agreement of 1949. The result of the 
negotiations previously described is the agreement which you now have 
before you. 

BASIC ISSUE 


The basic issue in those negotiations was, of course, that of price. 
[It is estimated that the cost to the United States of bridging the gap 
between our domestic price level and the maximum price for wheat of 
$1.80 per bushel in the 4 years of the agreement which is about to 
expire will total approximately $570 million or an average export 
subsidy rate of about 62 cents per bushel. This maximum price was 
recognized as unreasonably low when 41 out of 42 importing countries 
agreed (along with the 4 exporting countries) to increase the maximum 
price in the renewed agreement to $2.05 per bushel. 

Similarly the minimum was increased from $1.20 per bushel, in the 
last year of the old agreement, to $1.55 per bushel for the life of the 
renewed agreement. ‘These basic prices are for No. 1 Manitoba 
Northern wheat in bulk in store Fort William-Port Arthur. Equiva- 
lent prices for United States wheat at gulf or Atlantic ports would be 
approximately 15 to 20 cents per bushel higher. 

This increase in the level of basic maximum and minimum prices 
represents the highest price obtainable. It was not as much as the 
exporters wanted, but was more than the importers desired to pay. 


PRICE NOT ACCEPTABLE TO UNITED KINGDOM 


It was, however, an acceptable compromise to all except the United 
Kingdom. In the closing days of the conference it was announced by 
the United Kingdom delegate that his country was not in a position 
to sign a renewal at a maximum price higher than $2. There has been 
no indication of a change in the United Kingdom’s position since 
that time. 

With this increase it is estimated that the per bushel cost of the 
renewed agreement will be reduced from the 62 cents per bushel ex- 
perienced during the present agreement. We estimate that for the 
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first year the export subsidy cost will be about 40 cents per bushel or 
a total cost of about $108 million based on the United States tentative 
quota of 270 million bushels. 

Senator Lancer. Mr. Morse, may I interrupt? When Great 
Britain wouldn’t sign this, did it mean that the main imports of that 
country came from Russia? 

Mr. Morse. That we would not know, but unless they import 
major portions of it from the United States and Canada—— 

Senator Lancer. What I want to know is, if Great Britain does not 
sign this, can they buy from whom they chaose? 

Mr. Morss. Oh, yes, they would be on the world market. 

Senator Lancer. I want to know whether they would then be in a 
position to buy grain from Russia, if they wanted to, and if Russia 
had some to export. 

Mr. Morse. Yes, they would be under no obligation to buy from 
these exporters. 

Senator Langer. If they buy from Russia, can you tell me the 
nature of the money they would use? Would it be sterling or would it 
be dollars? 

Mr. Morse. No, sir; I couldn’t advise you on that, sir. 

Senator Lancer. Can the Department of State advise me? 

Dr. Kauisarvi. Assistant Secretary of State Waugh can do that, 
Senator. 

Senator Lancer. I want an answer to that question. We are 
giving Great Britain a great deal of mutual aid. We have reported 
that bill. 

I want to know why this one country, of all the countries that were 
there, refused to sign this agreement, claiming it was 5 cents too high 
per bushel. ‘To me it seems nonsense. 

You may proceed. 

WHEAT PRICES 


Mr. Morse. Thank you, sir. 

In estimating this subsidy cost we have assumed that wheat prices 
in the coming crop year will average at about the same levels as during 
this year and that prices under the agreement for the top classes of 
wheat will be at the maximum. ‘This estimate of 40 cents per bushel 
might be higher than the actual costs. Price support levels will be 
slightly higher than this year, but on the other hand, the total supply 
of wheat in the United States, that is, carryover and new-crop produc- 
tion, is now estimated to be about 9 percent higher than for the year 
just ending. 

Senator Lancer. Senator Carlson and Senator Mansfield, you may 
interrupt at any time you wish. I hope you wiil ask a lot of questions. 

Senator Cartson. Thank you, sir. 

Mr. Morse. Also, current market prices are below those of a 
year ago. 

We expect wheat prices will strengthen which is generally the 
pattern following the harvests. Moreover, the experience of the past 
4 years has shown that the heaviest sales under the agreement are 
not during the early part of the crop year when prices and the subsidy 
costs are comparatively low, but occur during the winter months 
when prices and subsidy costs have increased. This is due in part 
to the closing of navigation on the Great Lakes and the St. Lawrence 
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which reduces the availability of Canadian wheat, and in part to the 
fact that early in the crop year most of the importing countries rely 
on their own harvests rather than on imported supplies. 

The actual cost could, of course, also be higher than our estimate 
of 40 cents. This would happen if United States wheat prices were 
to rise above this year’s level or if prices under the agreement fell 
below the maximum. If prices of free wheat in the world, that is, 
wheat sold outside the agreement, fell below the agreement maximum, 
prices under the agreement also would go below the maximum. On 
June 19, Canada’s price for class II wheat which is the wheat Canada 
sells outside the agreement stood at about the same as the new [WA 
maximum. ‘This price perhaps is the most representative measure of 
free wheat prices in the world today. 

We have not made any estimate beyond the first year of the agree- 
ment because of the uncertainties in forecasting United States wheat 
prices and the prices which would prevail under the agreement for 
more that 1 year ahead. 


QUANTITY OF WHEAT 


Another important provision of the new agreement is that of 
quantity. The 1952-53 quota for the United States is 253 million 
bushels. The proposed renewal offers the United States an oppor- 
tunity to participate in [WA markets up to the extent of 270 million 
bushels annually for the 3 years beginning August 1, of this vear. 
The tentative allocations by countries are shown in the press release of 
April 28, which is attached.! 

Definite information on the exact quantity to be included for the 
United States will not be available until mid-July when adjustments 
will be made in the light of known participation. 


INSTRUMENTS OF ACCEPTANCE 


Signatory governments have until July 15 to deposit instruments of 
acceptance with the United States Department of State. It is hoped 
that all will formally accept or ratify the agreement. The United 
States would welcome participation by the United Kingdom in a 
renewed agreement (by the accession procedure), but we also believe 
that their failure to participate will not destroy the agreement’s 
usefulness to the United States and other participating countries. 

In any event, if the United Kingdom does not decide to participate, 
a major downward readjustment of quotas will be required. The 
United Kingdom is by far the largest importer of wheat and has a 
quota of 177 million bushels. This may be offset to some extent by 
the accession of new importing countries, and by further increases in 
the import quotas of some countries whose original requests were not 
fully met. 

CHANGES IN THE PROPOSED AGREEMENT 


The more detailed changes in the proposed renewal are outlined in 
the summary of principal provisions which was included in the Presi- 
dent’s report on the agreement transmitted to the Senate and now 
printed in the Senate document reproducing the message from the 





1 See Department of Agriculture press release, p. 7. 
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President. These changes have aimed at improving provisions of the 
present agreement in the light of operating experience during the past 
4 years. Suffice it to state here that there have been no changes in 
the basic principles of the International Wheat Agreement of 1949. 
Within the limits of individual country quotas the obligation of ex- 
porters is to sell at the maximum price and of importe rs to buy at the 
minimum price, when required to do so by the Council. 

There has been no chi ange in the fundamental importance of the 
agreement to the wheat producers of the United States. An active 
foreign market for our wheat is vital if difficult and costly adjustments 
of acreage are to be minimized. Our position in the foreign market 
depends, in turn, on the ability of our private trade to compete 
effectively with other exporting countries. Whenever our domestic 
price-support program maintains the price of United States wheat for 
export at a level above that at which our competitors in world markets 
are willing to sell, an export subsidy becomes necessary if we are to 
avoid a position as residual supplier. 

Under present conditions, a renewed wheat agreement offers the 
most effective approach to this problem. It has the advantage of 
permitting us to adapt our domestic program to conditions as they 
exist in the world market today. It has the further advantage of per- 
mitting us to do this in cooperation and by mutual agreement with 
many other countries. Within the limits defined in its provisions, the 
agreement gives an assurance of markets to our wheat producers. 


AGREEMENT NOT A ‘‘CURE-ALL”’ 


The agreement is not a cure-all for our wheat problem—it is not 
intended to be. It does, however, represent the best effort of many 
who have devoted long years of effort and study to the need, through 
orderly marketing, for bringing some measure of stability to the world 
wheat trade. The current agreement is given credit for achieving 
this objective to a significant degree. 

The International Wheat Council convenes in London July 16 to 
complete the decisions necessary to put the new agreement into effect 
on August 1. Early action by the Senate will be appreciated and 
may encourage other countries to complete ratification ahead of the 
London meeting. 


UNITED STATES DELEGATION TO THE WHEAT COUNCIL 


Mr. Chairman, in closing this statement I want to express apprecia- 
tion to those who served so ably in an advisory capacity on the United 
States delegation. I refer to Senator George D. Aiken of Vermont, 
Representative Clifford R. Hope of Kansas, and Representative Walt 
Horan of Washington, who also served in London, April 1952, for the 
Congress; to W. Raymond Ogg, of the American Farm Bureau Federa- 
tion, for the farm organizations; to Robert B. Taylor, of Adams, Oreg., 
and the National Association of Wheat Growers, for the producers; 
and to Don A. Stevens, of General Mills, Inc., and the Miller’s 
National Federation, for the wheat and flour exporters. The assist- 
ance of these gentlemen was invaluable in bringing to the delegation 
a wide cross section of informed American viewpoint on the Inter- 
national Wheat Agreement. 
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Now there is attached, Mr. Chairman, this press release which 
gives details, which I will not read, but I would suggest that it be 
incorporated in the record, sir. 

Senator LanGrr. It is so ordered. 

(The document referred to is as follows:) 


Unirep States DEPARTMENT OF AGRICULTURI 
FOREIGN AGRICULTURAL SERVICI 
WASHINGTON, Ap 
INTERNATIONAL WHEAT AGREEMENT SIGNED BY 45 OF 46 COUNTRIES 
The United States Department of Agriculture points out that the following 
45 of the 46 members of the International Wheat Council had signed the proposed 


new International Wheat Agreement as of the close of April 27, the final day for 
affixation of signatures: 








Q n bus 
Late 
E xporti Importing 
COUNTRIES SIGNIN( 

l 1 Al <4 ’ Sz 
2 Janada do 250, 000, 000 

3 on 1, 369, 646 
4 irk i 1, 837, 18. 
f 4, 697, 484 
( nee do 4 

7 many do », L115, St 
s iala do 918, 5% 
Q 1 1, 653. 467 
If j $1, 232, 154 
ll ! 6}, 

12 la 

li rlands lo 24, 802, 004 
14 tzerland 1o 7, 899, 898 
15. United State io 2 { 

16. Philippines le 8, O71, 515 
17. Dominican Republic do 955, 336 
18. Austri lo 4, 185, 927 
, Lebane \ { 7 8 
20. Cul \ ee 
21. Portugal ALD t 6, 430, 149 
22. Ind A 1 ¢ 
3. Eeuador 1, 286, O38 
24. Sweden do 8, 593 
25. Australia Ay 2 100, OOO 

26. Norway lo 8, 451, 053 
27. Bolivia do 3, 490, 652 
28. Israel Apr. 7, 899, 808 
29. Saudi Arabia lo 2, 204, 62 
30. Union of South Africa i 11, 757, 987 
31. Nicaragua lo 367, 437 
32. Greece Ay 2 2, 860, 299 
33. Honduras Republi lo 51, 156 
34. Mexico lo 15, 248, 640 
35. Spain Apr 24 5, 327, 838 
36. Costa Rica a) 1, 286, 036 
37. Brazil lo 13, 227, 736 
38. Panama lo 734, 874 
39. Lreland do 10, 104, 520 
40. El Salvador Apr. 27 734, 874 
41. Iceland lo 404. 181 
2. Indonesia 0 5, 217, 607 
43. New Zealand 7) », 878, 994 
44. Peru lo 6, 797, 586 
45. Venezuela do 6, 246, 43 

COUNTRY NOT SIGNING 

46. United Kingdom 177, 067, 939 


There are 46 members of the International Wheat Council. Since countries 
accounting for more than 50 percent of the total of 595,542,052 bushels of wheat 
that would move under the proposed new International Wheat \creement have 
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signed, the pact will be open for approval, by ratification or otherwise, of the 
Council member governments. If governments representing at least 50 percent 
of both export and import quantities record their approval by July 15, the new 
agreement can become effective August 1. 


EFFECT OF THE UNITED KINGDOM’S NOT SIGNING THE AGREEMENT 


Senator Lancer. Mr. Morse, will you tell us what the United 
Kingdom quota is? 

Mr. Morse. It is about, in round numbers, 177 million bushels. 

Senator LANGER. Just what is the effect of the United Kingdom’s 
not signing this agreement, as far as Canada is concerned? 

Mr. Morse. Well, the agreement calls for, unless the Council de- 
cides otherwise, a pro rata reduction for exporting countries. 

In this new agreement, France is in for a very nominal amount, so 
that if handled on a pro rata basis, of course, it would be a very sub- 
stantial reduction for the United States as contrasted to the amount 
that we have been supplving. 

Senator LAnGreR. Have you prepared any statement estimating just 
what the situation will be? 

Mr. Morse. Well, we have figures that show both the experience 
of the past 4 years and the marketing pattern; also the prorated basis 
which if adhered to 

Senator Lancer. Could vou produce that for the members of this 
committee? 

Mr. Morse. I can put it into the record, sir. 

Senator Lanasr. I would like to have the committee look at it. 
Then they might want to ask some questions about it. 

First of all, I want it placed in the record, Mr. Reporter. 

(The document referred to is as follows:) 


International Wheat Agreement quota adjustment incident to nonparticipation of the 
United Kingdom } 


[Million bushels] 


4-year aver- Renewed quotas when | 


| 
} 
age Inter- adjusted 
national Renewed saviiigilt | 1949 acree 
Exporting country Wheat agreement | | ae ‘comes 
Agreement quotas | Prorat | 4-year aver- | he 
sales to Unit- | b af : age sales | 
ed Kingdom m basis 
| ; sel oa : | 
Australia ‘ — ; 34 75 | 53 | 41 | 89 
Canada _ ont oun 123 250 175 | 128 | 235 
United States ivedieek neue 21 270 | 190 | 249 | 253 
NE Sos tect an 595 | 418 418 | 577 


| a | 


1 The United Kingdom quota is 177 million bushels. 


Senator Lancer. Now will you just analyze that statement for the 
benefit of the gentlemen present? 

Mr. Morse. The first column there shows the 4-year average of 
sales under the International Wheat Agreement to the United King- 
dom for the 4 years of the agreement which will expire the last of July. 

Under that, Australia sold 34 million bushels to the United King- 
dom; Canada, 123 million; and the United States an average of 21 
million. 
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Now, the next column shows the quotas of these exporting countries 
under the new agreement under which Australia desired to reduce their 
exports and agreed upon a quota of 75 million; Canada, 250 million; 
and the United States, 270 million bushels. 

Now, to adjust, assuming that the United Kingdom does not come 
in, if the prorated basis which is suggested in the agreement is adhered 
to, it would mean that Australia would have 53 million bushels; Can- 
ada, 175 million bushels; and the United States, 190 million. 

If the 4-year average-sales basis was used as a guide, Australia would 
get 41 million bushels; Canada, 128 million bushels; and the United 
States, 249 million bushels. 

The last column shows the allocations of the last year of this 4-year 
agreement which is expiring. It represents quite a striking contrast 
as to whether in the allocation of acreage the prorated basis is closely 
adhered to or whether the past pattern is used for a guide. 

Senator Lancer. Isn’t it rather discouraging to your Department? 

Mr. Morse. We would hope that the marketing pattern would be 
given consideration, sir, by the Council and by the exporters in com- 
pleting the arrangements for the new agreement. 

Senator LANGER. In your opinion, how would that affect Canada? 
I mean as compared to the United 

Mr. Morse. It would mean, if the prorated basis was adhered to, 
that Canada would be selling more to the countires outside of the 
United Kingdom than they have been in the past. 

Senator LancER. How would that affect us? 

Mr. Morse. Well, it would reduce our sales in these 41 countries 
as compared with past years. 

Senator Lancer. Any questions on that, Senator Mansfield? 

Senator MANsFIELD. Not on that,sir. Ihave some other questions, 

Senator Lancer. That table is quite an illumimating document, 
Isn’t the adjustment going to favor Canada? 


States. 


SHIFT IN POINT OF SALES 


Mr. Morse. If the prorated share is adhered to, of course, it will 
as compared with the past marketing pattern. It would substantially 
shift the point of their sales and the countries to which they sold as 
compared with the past 4 vears. 

Senator Lancer. Will you explain to the members of the committee 
just how that will operate? 

Mr. Morse. Well, as sales are made under the wheat agreement 
and I would ask the men who are with me to correct me if | am mis- 
stating—these sales are handled by private firms almost entirely, and 
as they make a sale to a country, there is recorded against the export- 
ing country’s allocation and the importing country’s allocation those 
sales. When any exporting country has reached the limit of its sales, 
under the pro rata basis, assuming the United Kingdom is not in, and 
if the pro rata basis is put into effect, it would mean, for example, 
that when we had reached the limit of 190 million bushels under the 
renewed agreement, that would complete our sales under the Inter- 
national Wheat Agreement. 

Canada would sell up to 175 million, Australia up to 53 million. 

Senator Lancer. In other words, it would favor Canada that 
much? 
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Mr. Morsr. It would shift more of the business of the 41 nations 
outside of the United Kingdom, more of it to Canada. 

Senator Lancer. Can you explain to us what difference it would 
make to Canada whether Great Britain signed this agreement or 
didn’t sign it? 

Mr. Morss. The point I was speaking of was to the effect that 
if the pro rata basis is adopted, that it would shift more of their 
business under the agreement to the other countries as contrasted 
to the way they have been selling in the past. 


DIFFERENCES BETWEEN 1949 AND PRESENT AGREEMENT 


Senator Langer. Can’t you explain the difference between the 
old agreement that Great Britain signed and the proposed agreement 
which Great Britain has not signed? What effect will this have on 
Canada? 

Mr. Morse. Under the old agreement, the United Kingdom was 
buying most of their wheat from Canada, and 21 million bushels 
from the United States, 34 million bushels from Australia. That 
is the average through the 4 years. 

Senator LanGgeR. That is your first column 

Mr. Morse. Yes. And if the pro rata basis is adopted by the 
Council, it would make a very substantial shift in that marketing 
pattern 


WHY UNITED KINGDOM DID NOT SIGN THE PROPOSED AGREEMENT 


Senator Lancer. Why did Great Britain refuse to sign this agree- 
ment at the London meeting? 

Mr. Morsr. These negotiations were here in the United States 
They started in London a year ago this spring and reconvened here 
in the United States, and as I understand it, their reason for staying 
out is the fact that they were not willing to go above the $2 price, 
and after agreement was reached at $2.05 maximum, they did not 
sign, and that is wh it stands at the present time. It was the 
5-cent difference in the maximum price. 

Senator Langer. As I understand it, every other country that was 
represented, except the United Kingdom, signed it. 

Mr. Morssr. Yes, sir. The countries are allowed to come in by 
accession. There are 3 or 4 countries that have asked to be considered 
at this July meeting. They were before the conference here. They 
will represent, of course, substantially smaller quantities. 

The United Kingdom could still ask to come in by accession and 
become a party to the agreement before it goes into effect. 

Senator Lancer. Did you personally talk with the representatives 
of the United Kingdom and try to get them to come in? 

Mr. Morse. While we were in negotiation, yes, sir. I went to 
great length in cooperation with other departments of the Govern- 
ment because of the very large position which the United Kingdom 
occupies, as well as Canada and the United States. They are the 
three large handlers of wheat. We thought it was quite important 
that all three especially be parties to the agreement. 

Senator Lancer. In your opinion, will the wheat agreement be 
hurt by the fact that the United Kingdom did not sign it? 


4 


ere it 
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Mr. Morsr. I think it will very materially weaken its effectiveness 
because there would be the buying of 177 million bushels, which is a 
very sizable amount, on the world markets without any allocation, as 
there has been in the past under this wheat agreement. 

Senator Lancer. Nevertheless, do you recommend we go ahead 
anyhow? 

Mr. Morse. Yes, sir; I would feel that it would be unfortunate if 
any one country, even though they were the largest importer, by 
staying out, could cause 46 nations not to go ahead with the wheat 
agreement. It would be 45 unless others decided to drop out. 

Senator LANGER. Any questions, Senator Carlson? 

Senator Carutson. No, sir. 

Senator Lancer. Senator Mansfield? 

Senator MaNnsripip. Mr. Morse, you expressed your appreciation 
to a group of individuals and organizations, and then you said, ‘‘The 
American Farm Bureau Federation’ for the farm organizations. 
What other farm organizations are in favor of this wheat agreement? 

Mr. Morss. I[t is my understanding that each of the other organi- 
zations, the major organizations, are favorable to it. 

Senator MANsFreLD. The National Grange and the Farmers Union 
are in favor of it? 

Mr. Morse. Yes, sir. In the naming of official advisers as part of 
this delegation, these were the men named and agreed upon. That is 
the reason that I confined the listing to them, sir. 

Senator Mansrre.p. I wanted the record to show that all the major 
farm organizations support this agreement. 

Mr. Morssz. Yes; as far as we knew, they were quite pleased with 
the agreement. 


OBJECTIVES AND OBLIGATIONS OF THE INTERNATIONAL 
WHEAT AGREEMENT 


Senator MANsFIELD. Mr. Secretary, what are the objectives of the 
International Wheat Agreement? 

Mr. Morssz. It is a matter of regulating world trade between the 
nations of wheat. It assures an importing country that they will be 
able to get wheat at equitable and stable prices, as this past agreement 
has operated. 

Of course, Korea came in aud prices went to abnormally high levels 
as compared to preceding years, but still these importing countries 
were able to get the wheat. 

Now, likewise, it would work in reverse, that there would be an 
assured sale at the minimum price under the agreement for any export- 
ing country who desired to require purchase of wheat under the 
agreement at the minimum price, if prices should go that low. 

Senator MANSFIELD. In other words, there is a price stability be- 
tween a minimum and maximum price as far as the exporting nitions 
of the world are concerned? 

Mr. Morse. And the impor.ing countries, ves, sir. 

Senator MANsFieLp. What rights and obligations are established 
by the agreement? 

Mr. Morss. Well, it is primarily this obligation on the part of 
exporters to sell at these maximum prices the quantities that are 
allocated, and should the price of wheat fall quite low, there would 
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be the obligation for the importing countries to buy at the minimum 
price if exporting countries wished to sell at that price. 

Senator MansrieLtp. Now insofar as the IWA is concerned, you 
have furnished the committee a list of nations which have acceded 
to this proposal. 

Mr. Morss. Yes, sir. 

Senator MANSFIELD. And provision is made for expanding mem- 
bership, I believe you stated. 

Mr. Morsz. Yes, sir. 


QUANTITY OF WHEAT AND ITS RELATION TO WORLD TRADE 


Senator MansrreLtp. What quantity of wheat is covered, and how 
does this relate to the total volume of world trade? 

Mr. Morss. During the past operations, it has approached about 
two-thirds of the world’s trade in wheat, so that most of it has been 
bought under the wheat agreement. 

Senator MANSFIELD. In other words, two-thirds of the export 
trade in wheat is subject to Government regulation of a sort? 

Mr. Morse. Yes, sir. The principal exporting countries that have 
not been a part to this agreement have been Argentina, Turkey, and 
the U.S. 5S. R. 

Senator Mansrieip. If the United Kingdom fails to participate, 
what adjustments do you contemplate will result in the quantities 
entered in the agreement? 

\ir. Morse. Well, there would have to be a reduction of 177 million 
bushels which was the allocation to the United Kingdom. Unless 
there is a change in the applications, there will be some accessions, 
presumably by countries that have asked to be admitted. I believe 
there were some 3 or 4 definitely requesting at the negotiations that 
they be admitted. Now they will be considered finally at this July 16 
meeting in London. 

Senator MANSFIELD. Do you have any idea as to what the admis- 
sion of these countries will do in diminishing the 177 million bushels 
which the British ordinarily buy? 

Mr. Morss. That is a matter of speculation. Now some of the 
countries have wanted more wheat than they were allocated, and it 
was understood their applications for more wheat, that is, countries 
in the agreement, would be considered at the July 16 meeting. 

Now considering those who want to become a party to the agree- 
ment, possible increases and decreases, the best estimate we have come 
up with is about 19 million bushels, so that would be some reduction. 


FUNCTIONS OF THE INTERNATIONAL WHEAT COUNCIL 


Senator MANSFIELD. In the administering of the agreement, what 
are the functions of the International Wheat Council? 

Mr. Morss. It is a council composed of the member countries 
of the agreement. It is primarily just to administer the agreement, 
see that the provisions are adhered to by the member couutries, and 
that the rules of procedure are carried out. It is very much an 
administrative matter. 
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Senator Mansrietp. What voice does the United States have 
in this Council? 

Mr. Morsn. The votes of the Council in voting, there is a division 
between the exporting and importing countries. Each has a 
thousand votes, and the voice of the United States is its pro rata 
share according to its pro-rata share of the exports in this 1,000 votes 
of the exporters. 

As the agreement is written, the United States would have about 
454 of the votes out of the thousand. Now of course it depends upon 
how the allocations are made. If the United Kingdom stays out, 
of course the proportionate vote would be shifted by whatever change 
there is. The voice of the United States would be changed by 
whatever shift is made in the allocations to the United States. 

Senator MANSFIELD. What allowances are made for the participa- 
tion of private trade? 

Mr. Morsg. That has been one of the favorable aspects which the 
trade has appreciated. The trade goes ahead and handles the 
business, and with a very small exception, only about 5 percent is 
not moved through the trade as far as the United States is concerned. 

As they make sales to any member country, then the Council 
records that sale against that country’s quota, so that it is an operation 
through the private trade. 

Senator MANSFIELD. In your opinion, Mr. Secretary, has the [WA 
proved administratively workable? 

Mr. Morse. That has been one question on which there has been 
complete agreement. The wheat trade, the flour trade here in the 
United States have been the first to Say that it worked effectively as 
far as they were concerned. I did not encounter in connection with 
these negotiations and working with the member nations any disagree- 
ment with the fact that it was a very workable instrument. 


IMPORTANCE OF AGREEMENT TO THE UNITED STATES 


Senator MANsFIELD. What is the real importance of this agreement 
to us? 

Mr. Morss. It isa matter of establishing definitely an export quota 
against which shipments can be made, with authority from Congress 
to proceed to make sales under this, and of course it naturally involves 
this subsidy of sales, because selling at this $2.05 means that we are 
selling below, have been in the past, selling below the domestic price, 
and putting this into effect means that we have the authority to pro- 
ceed to sell wheat, with the understanding that there will be these 
subsidies. 

It permits us to trade in the world market. 

Senator MANsFieLp. And it also helps to reduce our surplus in 
wheat very considerably, does it not? 

Mr. Morse. Yes. Of course, I think I could say this with full 
assurance. We must stay in these foreign markets. We want to. 

They are part of our traditional markets, and if we don’t have 
this machinery enabling us to maintain our full share of these foreign 
markets, then the Congress in some manner would have to make 
provision so that we could continue to sell in the foreign markets. 


oneik__Ke ° 
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UNITED STATES CONTRIBUTION TO THE COUNCIL 


Senator MansrieLtp. What is the United States contribution to 
the Wheat Council? 

Mr. Morsr. The costs of the Council have been running about 
$85,000 to $112,000 a year. That is prorated according to the partic- 
ipation between the various countries and the cost to the United States, 
the administration costs of this Council, which is headquartered in 
London, has been running about $18,000 to $23,000 a vear. 

Senator MANsFieLp. What is the alternative if we do not agree 
to the IWA? 

Mr. Morse. That is something that we would have to face with 
Congress, Senator, because except as we would become residual 
sellers, after other exporters had sold their supplies, then countries 
would have to come to us for remaining supplies, unless there is some 
provision whereby we can export at the world prices, and as I was 
saying, | would assume that we would not withdraw from the world 
markets to that extent. 

Senator MANSFIELD. In other words, it is definitely to our advantage 
to enter into this agreement with or without the United Kingdom? 

Mr. Morsn. I would feel so, ves. 

Senator Mansrie.p. That is all, Mr. Chairman. 


IWA ADVISORY GROUP 


Senator Lancer. Mr. Secretary, will you supply for the record 
the membership of the advisory group? 

Mr. Morse. Yes, sir. The total group or the total delegation 
of the United States? 

Senator Lancer. Of the United States. 

Mr. Morse. Yes, sir; I would be very happy to. 


OrriciAL UNITED STATES DELEGATION TO THE INTERNATIONAL WHEA1 
CONFERENCE 


Delegate: Hon. True D. Morse, Under Secretary of Agriculture 
Alternate delegates: 

D. A. FitzGerald, Mutual Security Agency 

I. J. Rossiter. Department of Agriculture 

J. W. Evans, Department of State 


A lvisors 
Congressional: 

Hon. George D. Aiken, United States Senate 

Hon. C. R. Hope, United States House of Representatives 
Producer-Industry: 

W. R. Ogg, American Farm Bureau Federation 

Robert B. Taylor, National Association of Wheat Growers 

D. A. Stevens, Miller’s National Federation 
Governmental 

L. L. Highby, Department of State 

S. D. Metzger, Department of State 

a % Foster, Department of Commerce 


M. M. Benidt, D rtment of Agriculture 
\. R. DeFelice, Department of Agriculture 
M. Thompson, Department of Agriculture 
P.O. Nyhus, United States Agricultural Attache, Ottawa, Canad 
\ rand ‘ \ R. L. Gastinezu, Departn t of Agriculture 
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MEMBERSHIP LIST, IWA ADVISORY COMMITTEES, CONGRESSIONAL GROUT 


United States Senate House of Representatives 
George D. Aiken Clifford R. Hope 

Allen J. Ellender, Sr. Walt Horan 

Edward J. Thye Fred Marshall 

A. Willis Robertson A. L. Millet 

Guy M. Gillette Garrett L. Withers 
William Langer Harold D. Cooley 


PRESIDENT’S NATIONAL AGRICULTURAL ADVISORY COMMITTEE 


Dr. W. I. Myers (chairman), dean, Agricultural College, Cornell University, 
Ithaca, N. Y. 

D. W. Brooks, Georgia Cotton Producers Association, Atlanta, Ga 

Harry B. Caldwell, North Carolina State Grange, Greensboro, N. ( 

Dr. Harry J. Reed, College of Agriculture, Purdue University, Lafayette, Ind 


tobert K. Coker, Hartsville, S. ¢ = 
Homer Davison, American Meat Institute, Chieago, | 


Carl Farrington, Archer-Daniels- Midland Co., Minneapol MM 
Marvin Melain, Brooklyn, lowa 


Chris Milius, Nebraska Farmers Union, 0 1, Net 

Albert Mitchell, Pesque squite Raneh, Albert, N x 

Delmont L. Chapman, Newport, Mich 

Milo Swanton, Wiscons Council o Avricult re, \ladis« Wis 

Jesse W. ‘Tapp, Bank of America, San Fran ‘Oo, Calif 

sert Wood, Agriculture Eeonomies Le partment, Oregon State College, rval 
Oreg 


PRODUCER-INDUSTRY GROUP 


John A. Baker, National Farmers Union, Washington, D. ¢ 

Roy F. Hendricksen, National Federation of Grain Cooperatives, Washington 
DD. ¢ 

John C. Lynn, American Farm Bureau Federation, Washington, D. ( 

Marvin D. Losey, National Council of Farm Cooperatives, Washington, D. ¢ 


J. F. Sanders, National Grange, Washington, D. ‘ 

Robert B. Tavlor, National Association of Wheat Growers, Pendleton, Oreg 

C. Peairs Wilson, acting for Arthur D. Weber, dean of agriculture, Kansas State 
College. 

Don A. Stevens, Millers National Federation, Washington, D. ¢ 

W. F. Brooks, National Grain Trade Council, Washington, D. C 

W. C, Schilthuis, North American Export Grain Association, New York, N. ¥ 
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Senator Lancer. Senator Carlson, did you wish to testify’ 

Senator Cartson. Mr. Chairman, I have a prepared statement 

Senator Lancer. Would you like to testify before or after the 
Department of State? 

Senator Caruson. If it would be agreeable to the committee. | 


would be pleased to file this statement as a part of my remarks, to 
save the committce’s time. J appear in support of the International 


Wheat Agreement. 

Senator Lancer. You may take all the time you want. 

Senator Cartson. | can save you some time if you will permit me 
to use this statement as a part of my remarks. 

Senator LANGER. Surely. 

Senator Cartson. Thank you kindly, sir, and I will give this 
statement to the reporter. 

(The statement referred to is as follows:) 


STATEMENT OF Hon. FRANK CARLSON, A SENATOR FROM KANSAS 


Mr. Chairman, I appreciate very mueh the opportunity‘of appearing before 
the subcommittee of the Foreign Relatious Committ on the extension of 


the International Wheat Agreemen 
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The extension of this act is important to the wheat growers of the United States, 
in that we must continue to export substantial quantities of wheat. 

The present International Wheat Agreement will expire on July 31 this year, 
therefore, I would urge early consideration of this measure. 

We have had 4 years experience in dealing with this problem and it is my hope 
that we may benetit from these experiences in this new proposed agreement. 

The 1949 International Wheat Agreement is a contract between the govern- 
ments of wheat exporting countries and the governments of wheat importing 
countries. There are four exporting countries in the contract, Australia, Canada, 
France, and the United States. In the previous agreement, as well as the pro- 
posed agreement, neither Argentina nor the Soviet Union has been willing to 
participate. 

For the last year of the agreement, the present marketing year, the total guaran- 
teed quantity which exporting countries have agreed to supply to the importing 
countries was 581 million bushels. Of this, the United States had a quota of 
253 million bushels; Canada, 235 million bushels; Australia, 89 million bushels; 
and France, 4 million bushels. 

It is estimated that approximately two-thirds of the wheat moving in interna- 
tional trade will be moving pursuant to the terms of the agreement. 

The re prese ntatives of the countries that have prepared the proposed wheat 
agreements have spent much time in trying to work out the difficult prob lem of 
allocating i eat from the countries that have a surplus to the countries that must 
buy in the open market. 

C a rress also has a direct obligation, in that subsidies are paid for the movement 
of the wheat from the United States. The subsidy on sales during 1949-50 was 
Sceramanae 55 cents per bushel and this last year has cost an average of 68 
cents per bushel. 

This subsidy placed a heavy burden on the Federal Treasury at a time when 
we were operating under a deficit. On the other hand, it is important that some 
subsidy be paid in order to move this wheat into the international trade channels. 

Here again I feel that the committee studying this proposal has made some 
very good recommendations. 

I believe it is greatly in the interest of the United States Government and its 
people to continue to participate through an agreement in an orderly international 
trade in wheat. 

The orderly trade in wheat over the world constitutes an important contribu- 
tion to meeting the challenge of hunger everywhere, a challenge which is closely 
interrelated with peace and goodwill among men. Hungry people make no 
contribution to peace. 

The International Wheat Agreement also makes a contribution to the principle 
of orderly conduct of international affairs in the economic sphere by the many 
national communities of people concerned. It is through practice and experience 
that tolerance and understanding among peoples are nurtured and grow. 

There is also a very practical consideration and that is that unless we manage 
to maintain our fair share of trade internationally in wheat, we may be required 
to impose severe marketing quotas or even production controls on our wheat 
growers. It seems to me, therefore, that while a new International Wheat 
Agreement must contain realistic prices to be acceptable to the people of the 
United States and Congress, the United States Government would be well 
advised to do everything in its power to approve the new agreement. 


BRITISH POSITION 


Senator HickENLoorER. May I ask the witness a question? 

Mr. Secretary, I believe you have been talking about the fact that 
Britain is not in this agreement. 

Mr. Morsr. As of the present time, yes, sir. 

Senator HickenLooper. Is there any real anticipation that Britain 
will come into this agreement? 

Mr. Morse. I have not had information that would indicate that 
they had changed their position. I would certainly hope that they 
would. 


Senator HickEN.Looper. Isn’t it almost accepted that they have 
notified us they will not participate in this agreement? 
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Mr. Morsz. No, sir; the notice that we have had specifically was 
that as of the time of the closing of the agreement in which their dele- 
gates said that they were not prepared to sign an agreement with the 
maximum price above the $2. Now the representative of the De- 
partment of State might advise if there has been any other notification, 
but none has come to my attention. 

Senator HickENLoorER. Do you have any information as_ to 
whether or not Britain has signed an agreement with Russia for the 
supplying of wheat from Russia in exchange for manufactured goods? 

Mr. Morsr. No, si 

Senator HicKENLOoPER. This year or last year? 

Mr. Morsg. No, sir. It may be that some of the men in the De- 
partment who follow this world trade more closely may be able to 
furnish that. We will be glad to put it in the record if you would like, 
any information that we may have. 

Senator LANGER. Couldn’t you get the information and submit it 
to Senator Hickenlooper sometime today, so we would know? 

Mr. Morse. Yes. 

Senator HickeNLooprrR. I just want to find out who knows the 
facts about this. 

Senator LANGER. That’s right. 

Senator HickeNLooprer. It would seem to me that the Department 
of Agriculture should have some information on this. If not, the 
State Department should know. I suppose the State Department is 
represented here this morning. 

Mr. Morse. Yes, sir. 

Senator HicKENLOoPER. But you have no knowledge yourself? 

Mr. Morse. It has been my understanding that there have been 
some purchases from Russia. 

Senator HickENLoopER. Going a little further than the purchases, 
there is a trade purchase agreement for a reasonably consistent supply 
of wheat from Russia in exchange for manufactured goods to Russia 
from Great Britain. It is not just an occasional few bushels that might 
be slipped in, but a definite program and agreement. 

Mr. Morsr. I will be glad to get information on it, Senator, and 
supply it. 

(The Department of Agriculture concurs in the statement subcom- 
mitted by Assistant Secretary of State Waugh on p. 20.) 


FRENCH POSITION 


Senator HickenLoorer. Do you know anything about whether or 
not France has such an agreement with the Russians or not? 

Mr. Morse. No, sir; you see, France has been in this agreement as 
one of the exporting countries, and in this renewal they have reduced 
their quota to a nominal amount, which leaves them a member of 
the agreement, but not a substantial part, and they are on the export- 
ing, they are 1 of the 4 exporting countries in the agreement, so |] 
do not know about their relationships. 

Their attitude in these negotiations was very fine. They worked 
with us very effectively. 

Senator HickEnLooprr. Well, the less the amount they export, 
the less they have to take a loss on. Isn’t that so? 

Mr. Morse. I do not know their relationship, the price of their 
wheat to this wheat agreement price. 
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Senator HickENLooperR. Thank you, Mr. Chairman. 

Senator Lancer. Senator Carlson? 

Senator Carison. Thank you. My statement has been put in the 
record. 

Senator Lancer. There is nothing else you wanted to say? 

Senator Cartson. No, sir. I thank you kindly. 

Senator Lancer. Mr. Waugh, Assistant Secretary of State, is the 
next witness. 

Mr. Waugh, will you proceed? 


STATEMENT OF SAMUEL C. WAUGH, ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED BY L. I. 
HIGHBY, CHIEF, FOOD BRANCH, AGRICULTURAL PRODUCTS 
STAFF, DEPARTMENT OF STATE 


Mr. Waveu. First I would like to say that I was just confirmed as 
recently as June 5. 

Senator LAnGer. You are here representing the Depariment of 
State? 

Mr. Waven. Yes, sir. I have with me 1 man who has served 
the Department of State on wheat matters for 8 years, and he is here 
with me to answer any technical questions. 1 would like to make the 
broad statement, and then bring him in to answer any technical 
questions that the committee might have. 

Senator MansrieLp. Mr. Chairman, | think the committee ought 
to recognize the fact that Secretary Waugh has been in office only 
about 10 days, and should consider that accordingly. 

Senator LANGER. Who is the gentleman who accompanied you? 

Mr. Waveu. Mr. Highby. Mr. Highby has been with the Depart- 
ment of State and worked on these wheat agreements since their 
inception, 


POSSIBLE AGREEMENT BETWEEN BRITAIN AND RUSSIA 


Senator Lancer. Before you proceed with your statement, I 
would like to sav that both Senator Hickenlooper and I are interested 
in this Russian situation. We ought to clear up right now. whether 
or not the United Kingdom has any deal with Russia. 

Mr. Wavuau. Not to our knowledge. 

Senator Lancer. Will you proceed with that, Senator Hickenlooper? 
| think it is very important 

Senator HickeNLoorER. You have been in office only 10 days? 

Senator Lanacer. I mean with this other gentleman. 

Senator HickKENLoopEerR. Do you have any knowledge as to whether 
or pot Britain has made a trade agreement with Russia under which 
Russia will provide wheat to England and take, in exchange, manu- 
factured goods from Britain? 

Mr. Hiausy. For some years Russia has been selling a consider- 
able 

Senator HicKENLOOPER. I am just asking you a simple question. 
Is there such an agreement in effect, to your knowledge? 

Mr. Hicgury. Not to my knowledge. 

Senator HickeNLoopER. Do you know whether or not such an 
agreement was made last year between Britain and Russia? 
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Mr. Hicupy. Last year the agreement involved coarse grains, 
although the Russians were trying to get 200,000 tons of wheat in 
the agreement. I am not clear as to whether they ever got that 
wheat in the agreement. The British were resisting it. 

Senator HickeNn.Looper. Is such an agreement in effect now so far 
as you know? 

Mr. Hicuey. I think it is on coarse grains. It has been for many 
years. 

Senator HickeNn.Looper. Is it in effect now on wheat, so far as you 
know? 

Mr. Hicuey. I think it is not. 

Senator HickENLOoopER. Is such an agreement being negotiated 
between Britain and Russia now? 

Mr. Hiausy. I don’t know. 

Senator HickENLoopER. Involving wheat? 

Mr. Hiensy. I have received myself no information that it is. 

Senator HicKENLOoPER. What is the reason that Britain does not 
care to go into this agreement this year? 

Mr. Higusy. This may seem like an oversimplification, but | 
think it is because Britain made a mistake. I don’t think that Britain 
stands to benefit in any way by not going into the agreement. 

Senator HickenLooper. Unless she can get wheat cheaper from 
some other place. 

Mr. Higusy. Well, 1 think they thought they could get wheat 
cheaper from these same sources, at least that is the view they devel- 
oped during the negotiations and the view that appeared in the papers 
in the United Kingdom. They thought the price was going down. 

They also had developed a rather strange idea that the wheat in 
the exporting countries was in such strong hands that the maximum 
price in the agreement in effect became the price under the agreement. 
That is the claim that the United ination was always making. 
They must have believed it to some extent because they seemed to 
think that they were tying themselves to the maximum price under 
the agreement, and forgot that they were only committed at the 
minimum price. 

Senator HickENLoopER. And so you have no information that 
Britain has either an actual agreement or some reasonable assurance 
of an agreement for wheat from Russia or the iron-curtain countries 
at a price more advantageous to Britain than under this International 
Wheat Agreement. 

Hicupy. No, I have no such information. 

Senator Langer. Thank you, Senator. 

Will you proceed? 

Senator HickENLooperR. May I just ask who could give us a posi- 
tive answer on that? That is, who could give us assurance? [| am 
not taking you to task in any way on this. You might not be in a 
position to know. 

Mr. Hicuey. I would have thought such information would come 
over my desk if there were any, and I would have to inquire with the 
people working on Eastern Europe in the Department of State to see 
whether there is any information that I haven’t caught on that point. 
I will be glad to do it. 

Senator HickenLooper. Will you inquire from those in the State 
Department whose responsibility it is to know about those things? 
Will you inquire and furnish us with that information? 
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Mr. Waveu. I will answer that question. Yes, we will do that. 

Senator HickeNLooprr. I have reason to think that some such 
negotiations either have been under way or have been concluded. I 
merely want to find out the facts about it because I think we are 
entitled to know. 

Mr. Wavuau. We will pursue that; yes, sir. 

(The following statement was later submitted by Assistant Secre- 
tary Waugh in further reply to Senator Hickenlooper’s question: ) 

We are informed that approaches have been made by the Soviet trade delega- 
tion in London to the British Ministry of Food to determine the United Kingdom’s 


interest in buying Soviet grain including wheat. However, no agreement has yet 
been concluded and the Ministry is uncertain concerning the likelihood of the 
conclusion of such an agreement or its possible terms. As previously stated, the 


British grain trade was recently returned to private operation. However, this 
apparently does not exclude the possibility of a direct contract between the 
Ministry of Food and the Soviets. The United Kingdom private trade is now 
free to buy Soviet grain on its own account, and has approached the Russians for 
offers, but no private purchases have apparently yet been made. 

We have been assured by the British Ministry of Food that their reasons for 
not signing a wheat agreement are not in any way connected with negotiations for 
further purchases of Russian wheat. If they were offered the kinds of wheat they 
needed at attractive prices and for shipment at the times when wanted, such 
offers would be given favorable consideration if coming from Russia or anywhere 
else in the world. 

The Ministry of Food has also informed us that the Soviet trade delegation was 
told that the Ministry hoped it would not be necessary for the Ministry to make 
further purchases but to leave this operation to private traders. If the private 
trade should fail to import sufficient supplies, then the Ministry would have to 
step in and for this reason it would like to keep in touch with the Soviet trade 
delegation. 


Senator Hicken.Looprr. That is all. Thank you. 

Senator Lancer. I might just state that this committee will want 
a witness here from the Mutual Security Agency. We will want to 
know if Great Britain isn’t going to cooperate on this agreement, and 
we want to find out just how far we want to go with mutual aid to 
Great Britain. Will you see that such a representative appears before 
this committee from Mr. Stassen’s organization? 

Now, will you proceed, Mr. Waugh. 

Mr. Wavuaeu. Some of the information in this statement will be 
repetitious in view of the extensive questions and answers, but it is 
very brief, so I will just read the entire statement, if 1 may, sir. 

Senator Lancer. Surely. 


AGREEMENT ON EFFECTIVE METHOD OF MARKETING SURPLUS WHEAT 
ABROAD 


Mr. Wauen. As Assistant Secretary of State for Economic Affairs, 
I am appearing before this committee in support of Senate consent to 
ratification of the International Wheat Agreement. The new agree- 
ment is an effective method of marketing surplus wheat abroad while 
preserving stability in world wheat markets for the benefit of both 
surplus and deficit countries. It involves a minimum of interference 
with private trade. The alternative to this agreement could well be 
disorderly and inefficient competition between friendly governments 
in their search for outlets for their export surpluses or assured sources 
of supply. 

The extent of State Department participation in the negotiation of 
the terms of the agreement should be made clear. The Department 
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has, of course, an interest in seeing that any international agreement 
promotes our foreign policy. In the negotiations themselves, the 
function of the Department of State was essentially the contribution 
of its experience in international negotiations and its legal advice on 
the form of the treaty and its administrative provisions. It is not the 
responsibility of the Department of State to determine the level of 
prices and quantities established in the agreement. These decisions 
were made by the Department of Agriculture with the advice of the 
wheat and flour trade, wheat producers, farm organizations, and the 
congressional advisory group. 

It is recognized by the overwhelming majority of exporting and 
importing countries alike that some agreement to provide for interna- 
tional marketing cooperation in wheat is necessary and desirable at 
this time. An agreement is necessary because of the peculiar char- 
acteristics of the wheat trade he United States has a price-support 
program. Every major producing country has some method of 


insulating its wheat farmers against widely fluct uatine prices. Wheat 
is so vital a commodity to importing countries that few of them are 
willing to leave their wheat supplies to chance. 

The result is that nearly all governments make decisions that affect 
the wheat markets. Acting alone, without knowledge of the needs 
and plans of others, governments may work at cross purposes. ‘They 
may cancel out one another’s efforts, aggravating the problems and 
viving rise to a need for more, not less, Government intervention in 
wheat. 

One of the accomplishments of the drafters of the wheat agreement 
is the extent to which they have succeeded in keeping interference 
with normal trade to a minimum. ‘The agreement does not prevent 
competition from determining the difference in value between the 
various grades of wheat. It does not displace private exporters. And, 
except at the maximum or minimum price in the agreement, it does 
not interfere with the free market as a determinant of price. It 
does not at all restrict trade in wheat outside of the agreement. 

The agreement also avoids interference with the internal policies 
of participating governments. Those governments have certain 
obligations as to total exports or total imports when the maximum or 
minimum prices are reached, but the internal methods they use to 
enable them to meet these obligations are entirely their own affair. 

If world wheat trade is carried out without international agreement, 
there will nevertheless be governmental interference with the trade 
because the policies and programs of both exporting and importing 
countries require it. There will be competition, but it may be of the 
kind we do not want, a competition between governments of friendly 
countries, under conditions that could lead to bitter rivalry, with 
damage to all. It was this consideration that led to the new wheat 
agreement after long and arduous negotiations. 


AGREEMENT A FAIR ONI 


It would be a mistake to look upon this agreement as one intended 
to benefit any one country or group of countries alone. [t is a contract 
that has no reason to exist unless all parties to it find it better than no 
contract. The obligations and rights of the importing countries are 
balanced by the obligations and rights of the exporting countries. 
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True, unforeseen events can result in the terms later proving more 
advantageous to one side than the other. That is the nature of all 
contracts. Every country participating in the 1949 agreement went 
into it knowing it took that chance. But each country was willing to 
do so because it preferred stability to uncertainty. 

At the conclusion of the recent negotiations, the delegations of 
every participant but one signed the agreement. This, Mr. Chairman, 
constitutes persuasive evidence that the negotiators struck a balance 
that, insofar as present knowledge permits us to foresee, is fair to both 
sides and ady antageous toall. Itis regretted that the one country to 
abstain was not only the largest single wheat importer in the world 
but a country with which we maintain such close and friendly ties. 
It will still be possible for the United Kingdom to participate in the 
agreement, and it is our hope that it will decide to do so. But we are 
convinced that the agreement will be advantageous even without 
Great Britain. After the necessary adjustments, it would still cover 
about one-half of the world’s trade in wheat. 

There will presumably be enough wheat available outside the agree- 
ment to meet British requirements, though without the same assurance 
as to price. And since the British abstention would not reduce the 
amount of wheat needed by the United Kingdom, exporters would 
enjoy the same world demand for their wheat, though a larger part of 
the total would have to be sold at the free market price. 


UNITED STATES ROLE 


It is believed that most, if not all, the signatories will ratify the 
agreement if the United States does so. If the United States, as the 
world’s largest exporter, should fail to ratify, there is little doubt that 
the agreement would be abandoned. 

The Department considers this agreement clearly in the best inter- 
ests of the United States. It offers an orderly method of insuring 
an export outlet for a substantial quantity of United States wheat 
lt will serve to eliminate some unnecessary stresses and strains in 
the field of our foreign economic relations. On behalf of the Depart- 
ment of State, | therefore urge this committee to act favorably at 
the earliest possible time. 

Senator LANGER. Any questions, Senator Mansfield? 

Senator MANSFIELD. No. 

Senator Lancer. Any questions, Senator Hickenlooper? 

Senator HickKENLOOPER. No. 

Senator Lancer. We would like to have you, and particularly 
Mr. Highby, stay here. 

Mr. Waueu. Yes, sir, we will both stay. 


REASONS BEHIND BRITISH ATTITUDE 


Senator Lancer. Mr. Highby, have you any comments to make? 

Mr. Hiausy. No; I don’t believe I do. I could elaborate a little 
upon the thing you were questioning me about, why the British had 
that position, but maybe there is no particular point in that. 

Senator HickeNLooper. I think it is very important to find out 
why. 

Mr. Wavueu. To me it was one of the most important questions, 
Senator Hickenlooper. Our people have explained to me that they 
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think it is definitely to Great Britain’s disadvantage not to join, and 
[ think that is a point I would like to have Mr. Highby elaborate on 
for you gentlemen, if you would like to take the time. 

Senator LANGER. We would like to have Mr. Highby do that 

Mr. Hrensy. I think the fact that the wheat trade in the United 
Kingdom is about to be turned over to private hands, after havi 


been held by the Government for many years, is one facto 
[ think the private trade was pushing strongly for complete freeing 
of the wheat trade, erroneously assuming that they could get back to 


the kind of thing we had in the twenties or early thirties when govern- 
ments plaved very little part in wheat, did not intervene in wheat 
whereas now they intervene all over the world, importing and export- 
ing countries alike. 

This pressure by the private trade was a very real thing, as appeared 
in the press. There may have been other factors. British officials 
temniliaz with the agreement may now feel that the United Kingdom 
made a mistake in this regard. At the points where critical dec ‘Isions 
were necessary, it is possible that th» question was inadequately 
presented or perhaps not completely understood. 

Senator Lancer. They were there with you at the Council meeting 
during all those weeks, were they not? 

Mr. Hicusy. Yes, the delegation appointed to participate in the 
negotiations. 

Senator Lancer. Why wouldn’t they understand it then? 

Mr. Hieusy. The British press had bro ight out, and it was gener 
ally assumed, that thev were being held for a price of $2.05, whereas, 
as you know, the only obligation they have is at the floor price and not 
at the ceiling. They had, however, deve lope da the ory that, because 
during the present agreement the price has always been at the ceiling, 
it would be that way in the new agreement. 

If the new agreement was $2.05, whereas the old had been $1.80, 
then the price throughout the agreement would be $2.05. It is just 
that simple. 

It was argued that the exporting countries had wheat in strorg hands 
and could hold it to the maximum price, whereas if the agreement went 
out of existence—and if they did not participate it might go out of 
existence—-wheat would be available during the lifetime of the agree- 
ment for less than $2.05. 


THE WHEAT AGREEMENT AND MUTUAL AID 


Senator Langer. Let me ask you this question. The farmers in 
this country are producing a great deal of wheat. They represent a 
very large part of our population, and, as you know, it means a lot to 
them to have this agreement ratified. I want to ask you if you think 
the Congress should pass the mutual aid bill that is now be fore us, OF 
will be in a few days, in which England gets certain benefits, if England 
does not reciprocate by going in with the other 45 countries and is the 
only country that refuses to sign this wheat agreement? 

Mr. Hieupy. | think of those things as in different brackets, Mr. 
Senator. I feel that the wheat agreement is a commodity agreement, 
which is @ business proposition where everybody ventures what he is 
prepared to venture under it, while the other one is an aid proposition, 
and so the British probably in their minds would never connect these 
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two things or regard it in any way as ungrateful not to participate in 
the agreement. 

Senator Lancer. Mr. Highby, I speak only for myself and not for 
the other members of this committee. It does seem to me after all 
the billions of dollars we have given Great Britain, and all the help 
we have given them, that the least they could do, on what must be 
considered a small matter as far as Great Britain is concerned, is 
cooperate. But they won’t cooperate. Do you believe that a country 
that won’t cooperate in a small thing like this should be included in 
mutual aid? 

Mr. Hieusy. That is a rather far-going question to put to me. 
I have said I don’t think the two things should be connected. 

Senator Lancer. Well, why shouldn’t they be connected? Eng- 
land promised certain things at the time of Bretton Woods which 
they never carried out. I would like to have vou tell this committee 
why it should not be considered at the present time. 

Mr. Hieusy. I say I take it that our mutual aid program is a 
mutual program, and that there are mutual advantages, and that 
our action ts dictated not alone by how we feel about how Britain 
acts on this or the other matter. I think that it is taken on the 
broad mutual interest basis. 

Senator Lancer. Do you think Britain should cooperate only when 
it is in the interest of Great Britain? 

Mr. Hiausy. Well, I guess usually somehow we connect our 
interests with those of others. 

Senator Lancer. Don’t you think Great Britain should cooperate 
with the other 45 countries? 

Mr. Hicusy. It would be desirable that Great Britain come in 
under this. I think it will be regrettable that she does not. I think 
she made the wrong decision. 

I think it is possible that she will see that and come in by accession 
to the agreement which is open to her, but no one can be sure of that. 
It is difficult for a government to reverse itself when it has taken a 
position, but it can be done, 

Senator Lancer. Well, Congress is going to make a decision in a 
few days on mutual aid. Don’t you think the Congress ought to 
take that into consideration? 

Mr. Hicusy. I just feel that the commodity agreement is some- 
thing that people enter into when they think it is to their advantage 
balancing everything over a period of years. 

It is a gamble for both sides to a certain extent, insofar as a price is 
fixed over a period of years, and each one of these countries has to 
decide for itself. I will admit that the one staying out is very 
important. 

I will say this, though, that Great Britain was surprised when she 
found herself in the position of being the only one that did not sign, 
because up to the last she had support from a number of important 
importing countries for not going over $2, even to the time the negoti- 
ations closed. The others changed their minds before it came to the 
time to sign. She was surprised in being left entirely alone. She 
did have considerable support as she went along. 

Senator Langer. Don’t you think that the Members of the Senate 
are going to be surprised too when the report is made on the Senate 
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floor that Great Britain wouldn’t sign, when the United States has 
been sending so much aid to that country? 
Mr. HicupBy. l presume that would be a reaction to be exper ted. 


BRITISH ATTITUDE TOWARD THE AGREEMENT 


Senator LAncrrR. Any questions, Senator? 

Senator HitckENLoopER. Yes. I would like to ask Mr. Highby this. 
I presume it is fair to assume one of Britain’s basic reasons in refusing 
to go along with this agreement is that she thinks in one way or 
another the world price would be knocked down to the point where 
she can buy wheat cheaper than under this agreement? 

Mr. Hiaury. That’s right. 

Senator HickeNLooprer. And she may feel that we will have such 
surpluses of wheat in this country that we will have to dump it on the 
world market. Then she will get the advantage of that dumped pri 

That may be it, but it would seem to me that is not cooperating in 
a normal flow of wheat in the ordinary channels of the world. That 
would be a reliance upon a distress market, let us say, a dumped 
market in the world. 

Mr. Hicuey. They look out for their own interests in prices on 
imports, you know. 

Senator HickeNLooprr. Yes, they have proved that. They have 
looked out for Britain. I wish this country had looked out for the 
United States with some of the tenacity that Britain has looked out 
for British interests. Nevertheless, we are ia this situation with the 
wheat agreement now. 

I don’t condemn Britain for looking out for Britain. I may disagree 
with her motives or criticize them on occasion, but nevertheless, 
when a nation looks out for its own well-being, I have some respect 
for it. 


l 
] 
kK 
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POSSIBLE CONTRACT BETWEEN BRITAIN AND RUSSIA 


Getting back to this Russian situation, Britain is going to have to 
get wheat from some place. 

Mr. Higupy. Yes. 

Mr. Wave. May I ask a question to make sure that I have your 
question correctly? I have written it down. You asked the ques- 
tion, is there any contract between Great Britain and the U.S. S. R. 
now or in contemplation as a result of their failure to sign the wheat 


agreement? 


Senator HtckENLOopER. Contract, agreement, or understanding. 
I don’t want to limit it to a written, signed, sealed, and delivered 
contract at the moment. I just want a generally objective answer 


to the question, without technicalities involved 

Mr. Wavau. Yes, sir. (See p. 20 for the statement.) 

Senator HickeENLoopgerR. Now if Britain can’t get wheat on the 
free market, wheat which might come from this country or wheat on 
the world market, if she can’t get it from her dominions or certain 
other producing countries, and she can get it from Russia at an 
advantageous price, wouldn’t it be logical to assume that Britain, 
acting in her own best interests, would keep herself clear to do that? 


Mr. Hieusy. Well, the agreement 


i} 








26 INTERNATIONAL WHEAT AGREEMENT 


Senator HickENLooprErR. I am not asking you whether she would 
or would not, because you said you don’t know. 

Mr. Higusy. The agreement covers only part of the world trade, 
and it covers only a part of what goes from the agreement exporting 
countries, namely, Australia and Canada and the United States, so 
that a good deal of wheat moves outside of the agreement from these 
same sources. The fact that Great Britain’s quantity goes out of 
the wheat agreement does not mean that she cannot get it just where 
she got it before. 

Senator HickENLooPpER. Doesn’t it sound at least reasonable that 
Britain feels she can buy wheat cheaper some place else in the world 
than by going into this agreement? Otherwise, she would become a 
party to the agreement. 

Mr. Hiensy. Yes. I think Britain thought that when she went 
out there might not be an agreement. 

Senator MansFieLtp. Wouldn’t we probably do the same thing in 
the same circumstances if we were an importing nation and not an 
exporting nation with a huge wheat surplus? 

Mr. Hiegusy. Yes, I suppose we would look to where we could get 
it most cheaply, addressing ourselves to the situation we found 
ourse Ives j In. 

Senator MANSFIELD. Isn’t there still a slight possibility that, before 
the July 16 deadline, the United Kingdom might still come in? 

Mr. Hicusy. Britain can come in by accession at any time during 
the life of the agreement. It might very well happen that she would 
come in during the first half year, giving a comfortable time for 
reconsideration. 

Senator HickenLooper. Or for shopping around to see whether 
she could buy wheat cheaper from some other source. 


BRITAIN’S DECISION MADE BY HIGH-LEVEL OFFICIALS 


\lr. Wauenu. There was, perhaps, a lack of understanding, not at 
the working level of this Wheat Conference, but at a higher level. 
The rejection came from the higher level that may not have under- 
siood it. Isn’t that correct? 

Mr. Hiaupy. Yes. The refusal in the price negotiations came from 
the highest level in the United Kingdom hin ‘nit was put to the 
Cabinet 

Senator LANGER. I say that is all the more deplorable. 

Mr. Wauau. I wanted to clarify that for the benefit of those who 
were working on the agreement. 

Senator HickenLooper. I assume if there are any negotiations 
between Britain and Russia for the supply of cheaper wheat in 
exchange for other things, it would not be known outside the very 
highest level. I presume the echelons that were dealing with the 
details of this contract might not be involved in that. 

Mr. Hiaupy. If I might say, the movement out of the U.S. 5. R. 
to the rest of the world has been Sere small for years, only 
around a million tons, which would be about 35 or 40 million bushels 
a year. That is all that has moved out. No one knows how much 
they could do, but I think it is rather significant that there have been 
no special price deals. They have been charging the world price 
right along for everything that moved out. 
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Senator LANGER. I wish to insert in the record the testimony of 
Mr. Robert B. Taylor, a wheat farmer from Adams, Oreg., who 
represents the National Association of Wheat Growers, a national 
organization of State associations of wheat producers. 

Also, I wish to insert a statement filed by the National Foreign 
Trade Council, Inc., 111 Broadway, New York. 

(The statements referred to are as follows:) 


SvTaATEMENY OF R. B. Taytor 





Mr. Chairman and members, my name is Robert B. Taylor, a wheat farmer, 
from Adams, Oreg. I represent the National Association of Wheat Growers, a 
national organization of State associations of wheat producer The National 
Association of Wheat Growers was organized to promote and encourage the 
interests and welfare of wheat growers in the United States, the advaneement and 
cle nee of wheat growing, the de velopm ‘nit of mar ts, new 1 . ind improve d 
trains of wheat and wheat byproducts, good farming and farm marketing prac- 
tices and the conservation of the national resours of t U1 State 

I have served as a member of the Produccr-Industry Advisory Group on the 
International Wheat Agreement and as a Producer-Advisor the: United States 
Delegation to the International Wheat Council during the 1 nt session held here 
in Washington, D. C 

I would like to pay tribute to the splendid work done by Under Secretary of 
Agriculture, True D. Morse, head of the United Stat 1) |-eation, and other 
members of the delegation mm negotiating for t revision and renewal of the 
International Wheat Agreement of 1949. 

The group mentioned above, including representatives of ral Government 
departments and their staff members, have carricd on 1 procecdings to this 
point Now we turn to your group, Mr. Chairman, t« { ratification of 
the renewal of the International Wheat Agrecment 

The National Association of Wheat Growers supports and i: act lv cngaged 


in working for renewal of the International Wheat Aer nt 

Since the objectives and basic principles of the renewed agreement would be 
quite similar to the present one, it is not necessary that I take time to discuss 
these. I believe your committee is entirely familiar with the provisions of the 
agreement, rights and obligations, scope and administration, ete 

There are, however, a few points that should be mentioned. We believe that 
the International Wheat Agreement is a good example of international cooperation. 


It has demonstrated that it is possible for many nations to work together for their 
common good. Sitting in on the recent session of the International Wheat 
Council, I was impressed with the number of obstacles that appeared to stand in 
the way of mutual agreement. However, I was more impressed by the fact that 


these obstacles were overcome and a resolution finally adopted recommending 
renewal of the International Wheat Agreement. 

The International Wheat Agreement is a good example of providing a fair and 
equitable means of adding stability to world markets without undue restrictions. 
failure to ratify the agreement would be serious from the standpoint of withdraw- 
ing support for this type of international cooperation as well as for other reasons. 
[It has been reasonably successful, and we believe it should be continued rather 
than nullifving the many vears of effort on the part of interested nations. 

From 1910 on, the United States has exported from as low as 442 million bushels 
in 1935-36 to as high as nearly 600 million bushels in 1948—49 in the form of wheat 
and flour. There is no doubt but that we will continue to produce wheat for 
export. Because of our domestic price policy, it is necessary that some workable 
plan be available for bridging the gap between United States domestic prices and 
world prices, and at the same time provide some stability in world markets. The 
International Wheat Agreement is a practical way of doing this It also assures 
an outlet for a substantial part of our production as well as assuring needed supplies 
to importing countries. 

We are well aware of the cost incurred by the United States in exporting wheat 
under the present agreement. We are also aware of the fact that without an 
International Wheat Agreement we would still be faced with similar costs in some 
form or another, as no doubt we will continue to export wheat and flour. We 
have too much land adapted to the efficient production of wheat and limited in 
its other uses, to permit for cne moment the idea of limiting our production to 
domestic needs. The export of wheat and wheat products has played an impore 
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tant part in international relationships and will continue to do so in the future. 
The export of United States wheat has been of advantage to our country as a whole 
and not just to the wheat producer and the cost of subsidizing wheat under the 
agreement should not be chargeable entirely to agriculture. 

Under Secretary Morse and his delegation worked hard to obtain a price range 
in a renewed agreement that would reduce the cost to the United States Indeed, 
at times it appeared we were doomed to failure on the matter of price, but finelly 
the council, with the exception of one importer, »greed on a price range, that while 
not entirely what we had hoped for, does come within the rezim of reason, and will 
probably reduce the per bushel cost to the United Stetes. The deleg* tion is to 
be commended for its accomplishment in handling the price issue during the recent 
session end its efforts, we believe, should be rewarded by ratification of the pro- 
posed agreement renewal. 

It is regrettable that the United Kingdom did not see fit to be a party to the 
renewed agreement. However, we believe thet the agreement will work without 
the United Kingdom and that in itself should not be a resson for our failure to 
ratify. The United Kingdom st» ying out will require some shifting of quotas and 
care should be taken as to how that is done. 

Our wheat production potential would justify United States acceptance of 
fairly large export quotas under a wheat agreement, and we dislike a downward 


adjustment However, we believe it better to go ahead under a renewal agree- 
ment even though all provisions are not according to our liking rather than with- 
draw support. For, as mentioned above, it will be necessary to have some kind 


of an export program. The alternatives to an International Wheat Agreement 
are several, but at this time it is difficult to say whether or not they would provide 
any improvement. Nor does time permit any legislative changes that might be 
needed if a aifferent export program were to be used. Perhaps in the near future 
changes can be made that would provide a more practical and workable export 
program, but until that time, and until such time as we may be more certain of 
our own domestic price policies, it would be dangerous to proceed without the 
International Wheat Agreement. We believe the International Wheat Agreement 

1ould be renewed as revised, thereby giving us additional time to analyze our 
own situation and determine whether or not there may be a better approach to 
this matter of wheat exports. Indeed, some of the alternatives I have heard 
rested would not be as donductive to international harmony as the proposed 








agreement. 
There is much more than might be said regarding an International Wheat 


Agreement I have not attempted to deal with all the pros and cons of an agree- 
ment nor have I emphasized as I might have done, the many points that make an 
agreement of importance to the United States. My main purpose in this state- 


ment has been to advise you of our position in this matter. 

In closing I would like to state, Mr. Chairman, that the wheat growers with 
whom I come in contact appreciate the interest shown by members of this com- 
mittee and other members of the Senate and House in matters of importance 
to agriculture. As the percentage of the population that produce Ss food decreases, 
it is more important than ever for all Members of Congress, and not just those 
from agricultural areas, be thoroughly and correctly informed regarding agri- 
cultural matters. What affects agriculture vitally concerns all. We have 
confidence in your judgment and believe you will find it in the best interest of 
our Nation to support the ratification of the International Wheat Agreement 
renewal as requested by the National Association of Wheat Growers. 


We appreciate the opportunity to appear before your committee. 


STATEMENT BY NATIONAL FoREIGN TRADE CounciIL, ADOPTED BY THE BoARD 
oF DrirecTors aT A MEETING ON JUNE 19, 1953 


The National Foreign Trade Council, Inc., desires to place itself on record as 
opposing the proposed arrangement for revision and extension of the International 
Wheat Agreement, which entered into force in 1949 and which, unless renewed, 
will expire on July 31 next. 

The National Foreign Trade Council comprises in its membership manufac- 
turers; merchants; exporters and importers; rail, sea, and air transportation 
inter sts; bankers; insurance underwriters, and others interested in the pro notion 
and extension of the Nation’s foreign conmerce. 

The council has on numerous occasions set forth its views in opposition to 
participation by the United States Government in intergovernmental commodity 
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agreements. In a report entitled ‘‘Position of the National Foreign Trade 
Council With Respect to the Havana Charter for an International Trade Organi- 
zation,’ the council strongly opposed the provisions of the Havana Charter for 
the creation of intergovernmental agreements to stabilize the production and 
prices of commodities entering into international trade. A copy of this report 
and a statement opposing acceptance by this country of the Havana Charter were 
presented by the chairman of the council at a hearing before the House Committee 
on Foreign Affairs in April 1950, on proposed legislation for United States ad- 
herence to that charter. 

The chairman of the council also presented a statement at a tring in May 
1952, before the House Committee on Banking and Curreney in support of a 
proposed measure which would have terminated domestic controls which were 
being used to implement commodity controls established by the International 
Materials Conference. 

The most recent expression of opposition to intergovernmental commodity 
agreements was that of the 39th National Foreign Trade Convention sponsored 
by the council, which was held in New York City, November 17-19, 1952. This 
convention, which was attended by more than 2,000 representatives of American 
foreign trade and investment interests from all sections of the country, in its 
final declaration stated: 

“The convention is opposed to United States participati yn in the Internati 
Materials Conference or in any other intergovernmental organization which 
to establish a system of continuing controls over the production, distribution or 
prices of commodities moving in international trade. 

“The convention recognizes that, in periods of national emergency, conditions 
may arise under which the imposition of temporary commodity controls would be 
called for; but it holds that, so long as these conditions do not exist 
not exist today—the United States Government should not enter i 
ments looking toward the imposition of such controls.’’ 

The council’s opposition to intergovernmental commodity agreements rests on 
a firmly rooted conviction that such agreements are economically unsound and 
undesirable and that they reflect the philosophy of economie nationalism, planned 
economy and government control of production, trade and exchange which are 
the concepts of the Socialist or totalitarian state, not those of free, private, com- 
petitive enterprise on which the economic well-being and liberties of the American 
people are based. 

Intergovernmental commodity agreements are objectionable not only in prin- 
ciple but also because they inject government into trade, to the ultimate detriment 
both of private enterprise and of producers and consumers of the commodities to 
which the agreements relate. The council’s objection to intergovernmental com- 
modity agreements runs both to the basic principles and commitments embraced 
in such agreements and to many of the provisions incorporated in them for their 
implementation. 

Intergovernmental commodity agreements are designed to permit governments 
to engage in the very practices that United States legislation denies to private 
enterprise, namely, to restrict output, allocate markets and regulate prices. It 
is certain that, because of their very nature, intergovernmental commodity 
agreements will not only prove inefficacious as a means of preventing or eliminat- 
ing maladjustments in the supply and demand for particular primary commodities 
but will produce consequences which may endanger both the national economy 
and the American way of life. 

No scheme for restrictin 








nd they do 





to commit- 


production and regulating the price of a primary 


commodity can be successfully operated without a large measure of governmental 
control over the affairs of the producers of such commodity. nd any extensive 


resort by the United States to intergovernmental commodity agreements will lead 
to regimentation of the American economy. 

If the practice of dealing with commodity problems through intergovernmental 
commodity agreements once becomes firmly established, producers of other com- 
modities, who are experiencing difficulties because of overproduction and falling 
prices, will seek to overcome such difficulties by the conclusion of additional inter- 
governmental agreements pertaining to such commodities. Such agreements to 
which the United States Government became a party would involve the United 
States in onerous and futile financial outlays, and any attempt to apply such agree- 
ments on an extensive scale could endanger the financial and economic structure 
of this country. 

Besides the above-stated objections to the proposed agreement on grounds of 
principle, there are additional reasons why the agreement should not be renewed. 
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In the first place, one of the subjects specifically mentioned for study in proposed 
legislation for the creation of the ‘‘Commission on Foreign Economic Policy” 
recommended by President Eisenhower, is “international instrumentalities, 
organizations, and agreements and practices affecting trade, such as * * * the 
International Wheat Agreement.’”’ Under the proposed legislation, ‘‘the Commis- 
sion is direeted, within the framework of our foreign policy and national security 
objectives, to examine, study, and report on the subject of the foreign economie 
policy of the United States and to recommend policies, measures, and practices 
that would encourage further investment overseas and currency convertibility, 
and foster the highest possible levels of trade consistent with the national security 
and a strong domestic economy.” 

The Commission would be required to make its report and recommendations 
within 60 days after Congress convenes in January 1954. Conceivably, the Com- 
mission might decide, as a result of its study, that the International Wheat Agree- 
ment and similar commodity arrangements are not in the best interests of the 
United States and might, therefore, recommend nonparticipation by the United 
States Government in such arrangements. Yet, under the proposed extension 
of the International Wheat Agreement, that agreement would still have more 
than 2 vears to run after the report and recommendations of the Commission 
had been made, and this country would have to continue in the agreement during 
the additional 2-year period despite any recommendation by the Commission 
against nonparticipation by the United States Government in such agreements. 
It would be unadvisable for the United States to be placed in a position in which 
it woul? b> bound to continue for any such period a policy which the Congress, 
upon the basis of the proposed Commission study, might decide to be not in 
the interest of this country and, consequently, recommend its abandonment. 

Another strong reason against extending the revised agreement is that Great 
sritain has refused to join the arrangement and to accept a commitment to 
purchase her allotted share of approximately 30 percent of the total amount of 
wheat embraced in the plan. Under the arrangement Great Britain could decide 
later to come into the plan if the movement of wheat prices were such as to make 
membership in the plan advantageous to that country. In the view of the council, 
aside from other stated objections, an international wheat agreement would 
be seriously defective that did not include a country which would be expected 
to account for the purchase of nearly one-third of the exportable wheat involved 
in the plan. Moreover, the proposed arrangement should not contain provisions 
which would permit a prospective member nation to stay out of the plan or to 
come into it as suited its convenience or interest. 

A further serious objection to extension of the International Wheat Agreement 
is the heavy burden which it has imposed upon the United States Treasury and, 
consequently, upon the American taxpayer. Other member nations have bene- 
fited enormously from the provisions of the existing International Wheat 
Agreement, under which world prices of wheat have been greatly above the maxi- 





mum price set in the agreement and under which the United States Government 
has had to expend hundreds of millions of dollars as a subsidy to American pro- 
ducers in order to assure the delivery to importing member nations of their allot- 


men's of wheat at the price set under the plan. This alone should be sufficient 
reason for condemnation of the International Wheat Agreement and for refusal 
to renew it. 

As regards the minimum price which wheat-importing nations agree to pay 
for wheat under the proposed International Wheat Agreement, it should be 
pointed out that most of these nations now lack and probably will continue to 
lack needed dollars for the purchase of American products. Some of these 
nations are now dependent upon American financial aid to enable them to purchase 
wheat and other American commodities; and it is possible that, under the pro- 
posed extension of the International Wheat Agreement, the United States 
Goverument would have to provide these nations with part of the dollar exchange 
which they must have in order to meet their commitments for any purchases 
necessitated under the minimum-price provisions of the agreement. Thus, 
under the agreement, the United States Government would be faced with the 
possible alternatives of paying subsidies to American wheat producers when the 
world price of wheat was above the maximum price set in the agreement, or of 
providing wheat importing member nations with part of the dollar funds required 
in meeting their minimum-price commitments under the agreement. 

The International Wheat Ag-eement must also be condemned because of the 
liscriminatory and harmful effects it has on producers of other American agri- 
cultural products. Dairy producers of this country, for example, have been told 
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by the Secretary of Agriculture that, after this year, they must themselves work 
out means for solving the problem of surpluses of dairy products and other 
difficulties besetting the dairy industry. Yet, notwithstanding this expressed 
intention to curtail or remove Government aid from the dairy industry, dairymen 
are required to pay higher prices for needed wheat and other feed grains as a 
result of the International Wheat Agreement and other crop stabilization pro- 
grams. 

The results of this situation are damaging, not only to dairy producers of this 
country, but to other branches of American agriculture that are not recipients of 


aid from the United States Government. With the fall in prices of products of 
the dairy industry and of other agricultural products that do not benefit from 
Government aid and with the higher costs which producers of these products 
must pay for needed wheat and other price-supported feed crops, it is certain 
that producers of these disfavored products will turn to the production of agri 
cultural commodities that receive Government support In this connection, it 
may be noted that one of the largest agricultural agencies in this country has 
from time to time been recommendin y ju t thi poli -in other words, that farmers 
concentrate on the production of commodities which receive Government aid in 
the form of price supports or otherwise. Such an eventuality would not be in 


the best interest of the American people, or of American agriculture itself. 
For all the reasons set forth above, the National Foreign Trade Council strone] 


i 
urges that the Senate refuse its assent to the proposed arrangement for revision 
and extension of the International Wheat Agreement 


GRADE OF WHEAT 


Senator MANnsrieLtp. Mr. Chairman, could | ask Secretary Morse 
a question at this time? I have been reading about the mixing of 
some inferior brands or grades of wheat for shipment overseas. Does 
that have anything to do with this program? Do you recall anything 
about that? 

Mr. Morse. That would not be directly related to it so far as | 
know. Of course, any individual firm that was selling into export 
might engage in such practice if they were not apprehended; but 
there is nothing contemplated in this agreement. It is supposed to 
be sold according to established quality. 

Senator MANsrietp. And | assume the Agriculture Department 
has inspectors or investigators who are on the lookout for that? 

Mr. Morse. Yes, any shifting of grade and any sale of wheat, 
exporting of wheat presumably is to be of one quality, and if it ts 
actually something else, we try to be alert to that. 

Senator MANsrieLtp. What I understood was that some American 
exporters had bought inferior Canadian grains, mixed them with 
standard American grains and sold them to different parties overseas. 
There has been, I believe, a congressional investigation, or there ts 
one at the present time. 

Mr. Morse. Yes, sir 

Senator Lancer. I might say the Welker bill, which makes such an 
act a criminal offense, was considered by the Judiciary Committee. 
That bill has been reported out by the Judiciary Committee and will 
be on the floor of the Senate in a few days. 

Senator HickeNLooper. The Senate Agriculture Committee has 
gone through a series of hearings on that, Senator Mansfield, and it 
is well established that a substantial number of bushels of wheat 
graded unfit for human consumption were imported under special 
importing permits into this country at a very low tariff 

After once coming into this country, the wheat got into the hands 
of certain people who intermingled this wheat with other wheat, 
and then sold it as higher grade wheat. They saved their tariff and 
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got a large price for the wheat. That did happen, and it is in the 
record of the Senate Agriculture Committee. We are trying to see 
what we can do about it now. 

Senator Lancer. Mr. Geissler, of the National Farmers Union, is 
next. You may proceed, Mr. Geissler. 


STATEMENT OF GUS F. GEISSLER, ASSISTANT TO PRESIDENT 
NATIONAL FARMERS UNION 


BACKGROUND OF THE AGREEMENT 


Mr. Grisster, Mr. Chairman, and gentlemen, I appear today in 
support of Senate ratification of extension of the International 
Wheat Agreement. National Farmers Union supported ratification 
of the tentative agreement that was worked out in 1948. We avain 
supported the acreement that was worked out and ratified in 1949 
and is now expiring, 

The proposed extension of the International Wheat Agreement 
has been nevotiated with the tentative approval of all sienatories 
to the existing agreement except the United Kingdom. The Inter- 
national Wheat Agreement, which expires on June 30 of this vear, 
is an outstanding example of international cooperation amoung 
nations by conscious application of intelligence in building inter- 
national institutions to introduce an element of stability into world 
trades—in this case wheat. This agreement served to overcome many 
of the hardships to producers and consumers of the different nations 
that would otherwise have been caused by critical shortages of 
wheat. If circumstances had been different the acreement would 
have provided similar protection against hardships caused by so- 
called surpluses. The existing agreement has served its purposes 
well. An extension on the basis nevotiated after months of patient 
international deliberation will provide a similar measure of stability 
in the uncertain years ahead. 

The International Wheat Agreement is essentially quite simple; it 
assures exporting nations of a market for wheat at equitable and stable 
prices and assures access to a supply of wheat to importing nations 
at stable prices. 

The TWA extension that has been negotiated provides for a 3-year 
extension of the present agreement that was entered into in 1949. 
Under the negotiated extension, which is now before the Senate for 
ratification, the four signatory countries that produce wheat for export. 
including the United States, undertake to deliver an agreed-upon 
quantity of wheat to the importing countries at a price of not more 
than $2.05 per bushel. This maximum price is 25 cents per bushel 
higher than the maximum price under the present agreement. The 
importing countries in turn are required to buy all agreed-upon 
amounts at a price of not less than $1.55; this is 35 cents per bushel 
higher than the minimum price under the present International 
Wheat Agreement this year. There is no fluctuating minimum price 
as was included in the previous agreement. 
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BRITISH REFUSAL TO SIGN AGREEMENT 


The United Kingdom declined to sign the agreement. This does 
not constitute a justifiable reason for not ratifying the renewed agree- 
ment. The British refusal to sign means, of course, a readjustment of 
the quotas of exporting members. However, it is not to be expected 
that this readjustment will have as serious an effect upon United 
States exports under the agreement as might be thought from simple 
application of arithmetic formulas. This is because Canada and 
Australia obviously will continue to supply wheat to their historic 
customers in the United Kingdom. Therefore, they will not, probably, 
have available sufficient wheat above their exports to United Kingdom 
to desire additional quotas under the revised agreement. 

While this absence of United Kingdom from the agreement, and 
the possibility of its later accession, introduces an element of uncer- 
tainty, we should not in our judgment allow this factor to jeopardize 
the early ratification of the renewed agreement. The cost to the 
United States of operations under the agreement will be determined 
more importantly in the years just ahead by other factors than the 
presence or absence of United Kingdom in the wheat agreement. 
Even without the participation of the United Kingdom, however, the 
renewed International Wheat Agreement will cover 420 million bushels 
or more than 40 percent of world trade in wheat. 

Provision has been made whereby other countries can come into 
the agreement. It is to be hoped that the United Kingdom will join 
the agreement at some later date. Neither U.S.S. R. nor Argentina 
participated in the present agreement. Nor have they indicated a 
desire to participate in the renewed agreement. 


NATURE AND PROVISIONS OF THE AGREEMENT 


The International Wheat Agreement is a treaty requiring a two- 
thirds vote in the Senate for ratification. It is in the nature of a 
contractual arrangement between the governments of certain im- 
porting and exporting countries involving the annual trade of wheat 
over a period of 3 years, within the fixed range of a maximum price 
of $2.05 a bushel and the minimum price of $1.55 per bushel. 

The agreement provides that an exporting country may be re- 
lieved of part of its obligation in a particular crop year by reason of 
a short crop. An importing country may be relieved of its commit- 
ment for a particular crop year by reason of the necessity to safe- 
guard its balance of payments on its monetary reserve. The release 
of any country from its commitments must be approved by a ma- 
jority vote in the IWA Council. Any country which considers its 
national security to be endangered by the outbreak of hostilities may 
withdraw from the agreement. 

Each nation in the agreement has a specific guaranteed quantity 
for purchases or sale. These quantities are the same for each year 
of the agreement. Final allotment of national quotas will be depend- 
ent upon how many nations finally give formal approval to the agree- 
ment. 

If the world trade price of United States wheat is at any point 
between the agreed upon minimum and maximum of $1.55 and $2.05 
per bushel there is no obligation of any country in the agreement. 
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The LWA in standby arrangements whose contractual commitments 
come into play only when the world price drops below the specified 
minimum price or rises above the specified maximum price in the 
acreement. 

The International Wheat Agreement does not set either maximum 
or minimum prices for the United States farmer. That is not its 
purpose or effect. The price received by the United States farmer is 
determined by world demand conditions, the supply of wheat, and the 
nature of domestic United States farm price-support program for 
wheat. The International Wheat Agreement contributes to the 
United States wheat price-support programs by providing an assured 
market for the agreed-upon quantity of exports under the agreement. 

If the United States market price is above the maximum price in 
the agreement, or if the world price of United States wheat, is lower, 
the specified quantity of exports will be subsidized by the Federal 
Government to the extent of the difference. 

During the 4 vears of the present agreement this subsidy has 
averaged about 62 cents per bushel or a total of about $565 million 


INTERNATIONAL WHEAT AGREEMENT COUNCIL 


Every country taking part in the agreement belongs to the Inter- 
national Wheat Agreement Council. Every country has a vote in 
proportion to its quota. This puts the United States at the top 
position among exporters. Since important decisions can be made 
only by two-thirds majority of exporters and of importers, voting 
separately, this gives the United States a large measure of assurance. 

One of the most important and significant results of the Inter- 
national Wheat Agreement has been that it has kept western Euro- 
pean nations relatively independent of wheat exports from [ron Cur- 
tain countries by reason of the assured !WA supplies available to them. 

The following table indicates planted acreage for selected years 
since 1927-28, and United States production and exports for the same 
vears. 

Wheat facis— What this means 


United States 


nited St Tnited States 
Crop year planted sanbueiien . caus z font 
acreave 
Mil. acres Mil. bu Mil. hu 

1927-28 66 &75 191 
1928-29 75 914 142 
1029-30 67 R24 135 
1930-31 68 S87 103 
1932-33 06 756 28 
1933-34 69 2 21 
1937-38 S|] 824 100 
1945-4 t 1, 108 tO 
1946-47 72 1, 152 $97 
1947-48 78 1, 359 int 
1948-49. 7 1, 205 502 
1949-5) s4 1, 098 207 
195-51 7) 1.019 34 
1951-52 78 OR] 143 
1952-53 77 1, 291 295 
Ave! 1945-53 76 1, 163 39 


Wheat exports from United States under International Wheat 
Agreement extension if United Kingdom enters agreement, amount 
to 270 million bushels. 
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WHEAT PRODUCTION AND PRICES 


As indicated by the above table, the average planted acres for the 
United States during the last 8 years has been 76 million acres, a 
total production of 1,163 million bushels, and exports of 395 million 
bushels. If we lose the export market for wheat, our acreage would 
have to be reduced approximately 26 million acres. 

At $2.06 per bushel, the average price farmers received for wheat 
in May 1953, the average export sales of wheat represent a return to 
the farmers of approximately $814 million. 

This would be money farmers would not have to spend for the 
products of our mines and industries—the equivalent of at least 
250,000 jobs. At least another 200,000 men now employed in han- 
dling and marketing wheat in export trade would be out of jobs 

North Dakota farmers, for example, planted almost 9.5 million 
acres of wheat on the average of the last 12 vears. Loss of exports 
of wheat would require an acreage reduction (using 1945-52 average 
ratios) of approximately 3.2 million acres in the North Dakota wheat 
acreage. 

The International Wheat Agreement is a man-made international 
institution that would put a little certainty into an otherwise highly 
uncertain situation. World wheat supply has been increasing rapidly, 
25 percent in the past year. United States exports this year are 
down. We shall be lucky to export as much as 300 million bushels 
of wheat during the year ending June 30, 1953. The International 
Wheat Agreement United States quota of 253 million bushels was a 
big factor in preventing exports from falling even further. The 
absence of a new agreement would mean trouble—a lot of trouble. 

Failure to ratify the proposed agreement may result in the later 
renegotiation of a less favorable agreement as was experienced in 1949 
compared to the agreement not ratified in 1948. We respectfully urge 
the ratification of the proposed agreement. 

I thank you, Mr. Chairman. 

Senator Lancer. Thank you very much for an excellent statement. 
Any questions? 


SUBSIDY COST TO THE UNITED STATES 


Senator HickKENLOoPER. Your statement, Mr. Geissler, shows that 
during the 4 years of the present agreement the United States has 
subsidized this operation to the extent of about $565 million a year. 

Mr. Grissier. That is correct. 

Senator HickENLooprER. That represents by one standard a gift 
to the people of $565 million a year, as —- to the price the 
American farmers are receiving for their whea 

In other words, if they had to buy their ioe abroad at the same 
price the American farmers were receiving for it, they would have had 
to pay $565 million more. Is that correct? 

Mr. Getssuer. I don’t believe that is necessarily correct, because 
they might have been able to buy this wheat from other countries at 
lower prices. 

Senator HicKENLOOPER. My question was, if they had to pay the 
price the American farmers were receiving for their wheat, then the 
cost would have been $565 million more. 
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Mr. Getssuer. If they had had to pay that, that is correct. 

Senator HickENLoopER. It all adds up, however, to the fact that 
we have been putting in approximately $565 million a year subsidy in 
order to carry out this International Wheat Agreement? 

Mr. Getssuer. It has cost our Government that much. It also, 
of course, has provided a market for the wheat which is produced by 
the farmers of this country. 

Senator HickeENLoopEr. That is all. 

Senator MANsFieLp. I think it ought to be brought out that 
Secretary Morse mentioned, in his testimony before you came in, 
Senator Hickenlooper, the fact that at the present time it costs 62 
cents per bushel. However, the Department of Agriculture estimates 
that for the first year the export subsidy will be about 40 cents per 
bushel, so there is a reduction. Is that correct, Mr. Morse? 

Mr. Morse. Yes, sir. 

Senator Lancer. Thank you. 

Mr. Morse. Mr. Chairman, | fear there may be an error. Did you 
say five-hundred-and-sixty-odd-million dollars per year? That is the 
figure for the 4 years. I was afraid it got into the record wrong. 

Mr. Grisster. Let me check that, Mr. Secretary. ‘‘During the 
4 years of the present agreement this subsidy has averaged about 62 
cents per bushel or a total of $565 million.” 

Mr. Morse. In this subsequent discussion, I was afraid in response 
to your question, Senator, it was said that was so much per year. 

Senator HickmnLoopmrR. That is what I understood his statement 
to be. He said “It has averaged—”’ I just want to get it straight. 

The total amount during the 4 years has been $565 million, not 
$565 million a year? 

Mr. Grtsster. That is what I meant to say, Senator. 

Senator Lancur. Mr. Glenn Talbott? Mr. Talbott said he wanted 
to testify for the North Dakota Farmers Union. Is Mr. Baker here? 

Mr. Baker. I am here, but Mr. Geissler just gave our testimony. 

Senator LANGER. Do you want to testify in Mr. Talbott’s behalf? 

Mr. Baxrr. No, sir, but I can testify that he is heartily in support 
of ratification of this wheat agreement, and if here, he would urge 
you strongly and respectfully to do all you can to bring about the 
renewal of the agreement. 

Senator Lancer. Mr. Don A. Stevens, of the Millers’ National 
Federation. 


STATEMENT OF DON A. STEVENS, VICE PRESIDENT, GENERAL 
MILLS, INC., AND CHAIRMAN, COMMITTEE ON AGRICULTURE, 
MILLERS’ NATIONAL FEDERATION, WASHINGTON, D. C.; AC- 
COMPANIED BY GORDON P. BOALS, DIRECTOR OF EXPORT 
PROGRAMS, MILLERS’ NATIONAL FEDERATION 


Mr. Srevens. Mr. Chairman, I should like to have Mr. Gordon 
Boals, of the Millers’ Federation accompany me. 

Senator Lanarr. Let him sit right beside you at the table. 

Mr. Srevens. Shall I proceed, Mr. Chairman? 

Senator Lancrer. Proceed, Mr. Stevens. 

Mr. Srevens. Mr. Chairman and members of the committee, 
my name is Don A. Stevens. I am vice president of General Mills, 
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Inc., located at Minneapolis, Minn., and general manager of its 
flour division. I appear today for the Millers’ National Federation 
as chairman of its committee on agriculture. The Millers’ National 
Federation is the national trade association of the wheat flour industry, 
including in its membership flour mills in 36 States and the District 
of Columbia, which account for 85 percent of the total flour produc- 
tion of the United States. 

The milling industry believes that a strong and aggressive wheat 
and flour export program is important to the entire economy as well 
as to the producer and processor. 

The United States does have, and in all probability will continue 
to have, an exportable surplus of wheat. We believe that it is vital 
to our national security that we do continue to produce wheat in 
excess of domestic requirements. It is equally important that we 
provide a means of exporting wheat and flour in order that our total 
wheat supplies be maintained at reasonable levels. It is important 
also that we continue to provide basic food supplies to nations desper- 
ately in need of them. 


AGREEMENT ASSISTS IN MOVING WHEAT 


An export program which guarantees wheat and flour supplies to 
importing countries must surely have some influence in prevention 
of uneconomic increases in wheat production in those countries. 
Assured food supplies must additionally contribute to economic and 
political stability abroad, which is an important consideration to the 
United States. 

To carry out any export program we must be competitive and here 
a major problem arises because our domestic wheat prices as influenced 
by our price-support programs are generally sharply higher than world 
price levels. We must therefore subsidize exports to bridge the gap 
between our domestic price levels and world competition. The 
International Wheat Agreement, with its required accompanying 
subsidy program, does provide one means of meeting this situation. 

We believe that any future wheat price-support programs should 
include provision for movement of surplus into export channels on a 
continuing basis. We contend that export provisions are vital to any 
such domestic program. 

The flour-milling industry supports the proposed new International 
Wheat Agreement because it is currently one of the better devices to 
keep our wheat and flour moving into export channels. It auto- 
matically requires supplementary legislation to provide for the neces- 
sary subsidies to bridge the gap between domestic and world prices. 


NO STABLE PRICES 


The 1949 IWA, which expires on July 31, 1953, has accomplished 
some of its purposes. It fell short of its purpose for the United States 
in other respects. It did assist in the movement of large quantities 
of wheat and flour abroad at stable prices. 

Nevertheless, the flour-milling industry and our flour-export pro- 
erams did suffer serious losses of foreign markets during the term of 
the 1949 agreement. The cause of these losses of markets was, 
however, not directly chargeable to the agreement but rather because 
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the United States relied solely upon the agreement for wheat and 
flour exports, whereas other exporting countries provided alternative 
export programs, which we did not. For example, most wheat- and 
flour-importing countries subscribed through the wheat agreement for 
only a portion of their annual requirements. United States flour 
millers were competitive with other flour-exporting countries to the 
extent that wheat agreement quotas met the importing nations’ 
annual requirements. On that portion of import requirements not 
covered by the International Wheat Agreement, we were completely 
noncompetitive. 

We not only lost current business but also consumer demand which 
took years to build and which will take years to regain. 

In the exportation of wheat, a country may be competitive one day 
and noncompetitive the next without necessarily losing its full share 
of the annual market or its desired portion of that market. In the 
export of branded flour, the exporter must be continuously competi- 
tive. American branded flours have built up a strong consumer 
demand. This demand will lag and die if the consumer abroad can 
obtain these brands only occasionally. He will naturally turn to 
brands which can be obtained daily, weekly, or monthly, according 
to his needs. 

We contend that it is in the national interest and in the interest of 
the United States wheat producer that the export of American branded 
flours be maintained and continually expanded. This is business 
which sticks with us in spite of temporary adverse price fluctuations. 
An examination of export records will disclose years when our only 
wheat exports were in the form of branded flours. 


WAYS OF CORRECTING DIFFICULTIES 


During the past 4 years there were 2 methods by use of which we 
could have corrected the difficulties which confronted our flour-export 
program: 

(a) To have increased the IWA quotas of the flour-importing 
countries to their annual requirements; o1 

(b) To have provided an additional subsidy to meet similar com- 
petition for flour-importing countries’ requirements beyond their 
wheat agreement quotas. 

in the new agreement the quotas to flour countries have been 
sharply increased and, in some instances, now approximate their 
annual requirements. Additionally, we have been assured that quota 
increases to other flour countries will be considered favorably by the 
United States when supported by evidence of annual requirements 
above wheat-agreement quotas. We believe, therefore, that United 
States flour exports will find a more favorable climate under the new 
agreement. 

It is important, however, that an alternative method of subsidy 
be available to meet world competition in old or new markets not 
covered by the International Wheat Agreement or expanded markets 
in IWA countries until and unless that country’s quota has been 
adjusted, 

Briefly, then, we subscribe to the new agreement and urge its 
ratification, provided that it is understood here and in the executive 
departments that no stone shall be left unturned to keep United 
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States flours continually competitive in the world markets and that 
we will not again rely solely upon 1 tool which may have been 
negotiated 1, 2, or 3 years earlier and which at any time may become 
less than fully effective. 


EARLY RATIFICATION URGED 


I beg your permission to now mention the need for speed in meeting 
this issue. The 1949 agreement expires on July 31. Flour importing 
countries should now be purchasing flour for August, September, and 
October usage. The delays in negotiating the new agreement and 
the further delays in ratification, both here and abroad, endanger 
our flour-export program for this crop year. 

We urge that the United States move in two ways to meet this 
situation: 

1. That we decide quickly the United States position on the new 
International Wheat Agreement and move to make it immediately 
effective or provide an alternative method of export subsidy. 

2. That we immediately provide a temporary method of subsidy 
to flour countries to allow them to purchase competitively from the 
United States their first quarter flour requirements, pending comple- 
tion of ratification of the agreement. Export flour sold under such 
subsidy could be transferred to agreement quotas upon ratification. 

Failure to make such provisions immediately means serious loss of 
markets this year and further inroads by foreign competition in our 
historic flour markets. 

Thank you, Mr. Chairman. 


FAILURE OF GREAT BRITAIN TO SIGN AGREEMENT 


Senator Lancer. Mr. Stevens, you have been with the General 
Mills Co. “or a long time. 

Mr. Stevens. Yes, sir. 

Senator LANGER. How many years? 

Mr. Srevens. Twenty-nine years, sir. 

Senator Lancer. And | think it is generally conceded you are one 
of the leading experts on this entire flour and wheat situation. Isn't 
that true? Without being modest, I think you will concede that, 
won't you? 

Mr. Srevens. I have been in the business a long while. 

Senator Lancer. Now, I would like to have your opinion on the 
failure of Great Britain to sign this agreement. 

Mr. Stevens. I attended the conference in London, Mr. Langer, 
and I attended the conferences here in Washington as an industry 
adviser to our committee. 

During the course of that time, I had a chance to observe the 
British actions and visit with some of their people. It is my opinion 
that Great Britain wanted to drive a wedge between the United 
States, Australia, and Canada, in the hope that we would again have 
ruinous competition between us. The British believed that because 
we had the International Wheat Agreement, we created international 
cooperation between these three countries, in the interest of reasonable 
wheat prices. Having a surplus temporarily and having better crops 
in Argentina, Britain saw a chance to again start the ruinous com- 
petition among the exporters. I believe that was her entire game. 
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Senator Lancer. Who is the gentleman with you? 

Mr. Srevens. Mr. Gordon Boals, the director of export programs 
for the Millers’ National Federation, who devotes his entire time to 
finding new flour markets. 

Senator Lancer. Does he work for General Mills? 

Mr. Stevens. No, sir; he works for the Millers’ National Federation. 

Senator Lanarer. Could I ask you the same question I asked Mr. 
Stevens? What is your opinion about Great Britain not signing the 
agreement? 

Mr. Boaus. Mr. Chairman, I think Mr. Stevens has given a very 
proper answer. 

Senator LANGerR. You concur in what Mr. Stevens has said? 

Mr. Boats. Yes, sir. 

ARGENTINE WHEAT 


Senator Langer. Any questions, Senator Mansfield? 

Senator MANsFreLp. One question, Mr. Chairman. 

Mr. Stevens, you seemed to emphasize Argentine wheat. We have 
been hearing, up to now, about Russian wheat. What is your 
opinion? Is the United Kingdom trying to get wheat from Russia or 
from Argentina? 

Mr. Stevens. The United Kingdom will always buy, I believe, 
where she can buy to the best advantage. I doubt very much that 
Russia will be a major factor in the world’s market. Argentina often 
is. 

Argentina has one advantage in dealing with Great Britain in the 
fact that she is not demanding dollars for her products. I don’t 
doubt that Britain may buy a little wheat from Russia, but I don’t 
think it will be an effective amount. 

I don’t believe that Great Britain’s wheat purchases from various 
countries will vary very much with normal. She will still have to 
take tremendous quantities from Canada, and will. She will take 
some quantities, | am sure, from the United States. 

The wheat agreement, she observed, caused these three countries 
to kind of work together pricewise, and Great Britain thought it was 
a good idea under present circumstances to try to break that up. 
I think it is cold, hard business with her. It always is, but I don’t 
think that she is seeking to buy her wheat elsewhere. 

Senator Mansrie_tp. But the United Kingdom has failed then if 
she thought she would split Canada, the United States, and Australia? 

Mr. Stevens. If we negotiate this agreement, provided these 
countries do stand together and don’t offer Great Britain wheat at 
less than agreement prices. 

Senator MANsFieLp. One more question, Mr. Stevens. We all 
know that the British have entered into agreements with Argentina 
relative to the purchase of beef. To your knowledge, has she entered 
into similar arrangements for the purchase of Argentine wheat? 

Mr. Stevens. I don’t believe she has. She usually believes that 
she can buy in day-to-day negotiations for her wheat. I have never 
known the United Kingdom to enter into negotiations to buy her 
Wheat with any country until the bilateral treaty with Canada came 
along, and then later she pecame part of the International Wheat 
Agreement. To the best of my knowledge, she does not now have 
any wheat agreements with any countries. 

Senator MansFretp. That is all, Mr. Chairman. 
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REASONS BEHIND BRITAIN’S REFUSAL TO SIGN 


Senator LANGER. Do you think the reason Great Britain has refused 
to sign the agreement, Mr. Stevens, is because of the fact that there 
is an excess of wheat, and if dumping prevails, she may be able to 
buy it at a very low price? 

Mr. Srevens. That is right. I think Great Britain thought for 
certain that she would break up the wheat agreement and that there 
would be no avenue of cooperation on the wheat sales between these 
three countries. She thought that we would start cutting each 
other’s throats for her benefit. 

Senator Lancer. Is it your opinion that Congress ought to take 
every possible step to prevent her doing just that? 

Mr. Stevens. Yes, sir; it is. 

Senator MANsFIELD. By ratifying the agreement? 

Mr. STEVENS. Yes, sir; I propose that it would be to our interest 
at the present time to ratify the agreement. Ido a that at some 
future date if the entire farm programs are revised, that a subsidy 
device or an export device should be included as a part of the program. 

If the two don’t work together, we are going to get out of gear 
with our own economics. 

Senator Lancer. Thank you very, very much. 

Mr. Stevens. Thank you, Mr. Langer. 

Senator Lancer. We will hear from Mr. FitzGerald at this time. 

Mr. FitzGerald is with the Mutual Security Agency. 


STATEMENT OF D. A. FITZGERALD, DEPUTY TO THE DIRECTOR, 
MUTUAL SECURITY ADMINISTRATION 


Mr. FrrzGeravp. Yes. 

Senator Lancer. How long have you been with them? 

Mr. FrrzGeraup. I have been with the Mutual Security Agency 
and its predecessor, ECA, since April 3, 1948, Senator Langer. 


WHEAT AGREEMENT AND MUTUAL SECURITY BILL 


Senator LANGER. You are — with this wheat agreement? 

Mr. FirzGerawp. Yes, si 

Senator Langer. Are you familiar also with the mutual aid_ bill 
that is now pending before a Congress? 

Mr. FirzGeracp. Yes, si 

Senator Langer. Did Ad help draw it? 

Mr. FirzGeraup. | participated in it; yes, sir 

Senator Lancer. Did vou participate in drawing the wheat 
agreement? 

Mr. FirzGeravp. I was a member of the United States delegation 
that attended the International Wheat Agreement discussions. 

Senator Lancer. You are familiar then with both of the organiza- 
tions? 

Mr. FirzGeratp. Yes, sit 

Senator Lancer. And for how many years have you been familiar 
with them? 

Mr. FirzGeraup. Well, I have been familiar with both of them since 
the initiation of the first wheat agreement 4 years ago, Senator. 
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Senator LAnGer. Don’t you think that the Mutual Sec urity Agency 
ought to work in cooperation with this wheat agreement? 

Mr. FirzGeraup. Yes, Senator; I do. 

Senator Lancer. Do you or do you not believe that we ought to be 
giving England the aid provided in the mutual aid program, in the 
bill now pending before Congress, unless they cooperate in turn with 
us In connection with this wheat agreement? 

Mr. FrrzGeraup. I don’t think, Senator Langer, that there is a 
complete 100 percent relationship between the two. My own feeling 
is that, while I disagree with the British conclusions on the Inter- 
national Wheat Agreement, I don’t think that affects our interest in 
our other cooperative relations with the United Kingdom. 

Senator Lancer. How much money have we given Great Britain 
since the war? 

Mr. FirzGrrarp. | would have to guess, including the British loan, 
something in the neighborhood of $5 to $6 billion. 

Senator LANGER. Between $5 and $6 billion? 

Mr. FirzGeraup. I would like to correct that for the record, but it 
is in that magnitude, I would think. 

Senator Lancer. Under the present mutual-aid bill, how much 
money are they getting? 

Mr. FirzGreraup. The one that is now before the Congress for 
consideration, sir, for the next fiscal year? 

Senator LANGER. Yes. 

Mr. FrrzGeraup. There is $200 million proposed for assistance to 
be furnished through the Mutual Security Agency. There are addi- 
tional amounts, the value of which I do not have in mind, Senator 
Langer, contemplated in the furnishing of military end items to the 
United Kingdom. 

Senator LANGER. In addition to that, the Mutual Security Agency 
is permitting planes to be manufactured over there, to help out 
British labor, and to help them get dollars. We pay them in dollars 
for manufacturing these planes, don’t we? 

Mr. FirzGeraup. The Defense Department has placed offshore 
procurement orders in the United Kingdom for British-made planes, 
that is correct. 

Senator LANGER. Now, when this wheat agreement was before 
you, did you bring that to the attention of the United Kingdom 
negotiators? 

Mr. FirzGreraup. Did we bring to the attention of the British 
negotiators, the fact that we were purchasing planes in the United 
Kingdom, sir? 

Senator LANGER. No, that we were helping them. It was a matter 
of general knowledge, and they all knew it. 

Mr. FirzGeracp. I don’t know that we specifically did, sir. As 
you indicated, it was general knowledge. 


EFFECT OF BRITAIN’S REFUSAL TO SIGN 


Senator Lancer. Did vou appeal with them at all to cooperate with 
the farmers of this country to maintain a decent price? 

Mr. FrrzGeraup. Yes. I don’t know that you would say we 
appealed to them, Senator Langer. We argued very vigorously that 
it was to their interest, as well as ours, for them to participate in the 
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wheat agreement. I still think it is. For reasons which I under- 
stand but disagree with, they don’t think so. 

Senator Lancer. Well, agriculture is the real basis of our economic 
prosperity; is it not? 

Mr. FirzGeravp. Yes, sir; it is one of them. 

Senator Lancer. It is very important that wheat prices be main- 
tained here. 

Mr. FrrzGeratp. Yes, sir. 

Senator Lancer. Do you think that it is fair to the farmers of this 
country to have the United Kingdom refuse to sign this agreement? 

Mr. FirzGrraup. I think it would be preferable from the point 
of view of the farmers in this country for the United Kingdom to 
sign the agreement, but I don’t believe it is unfair to United States 
farmers for the United Kingdom not to. The wheat agreement, of 
course, becotnes a real protection for American farmers at the bottom 
of the range of prices, which are contemplated In it. 

Even if the United Kingdom had signed the agreement, there 
would be no obligation on the part of the United Kingdom to buy 


any American wheat, or any Canadian wheat for that matter, except 
at the minimum price, which I am sure you know. 

Senator LANGER. We have an excess of wheat here. 

Mr. FirzGrrarp. That is correct. 

Senator Lanegrer. Mr. Geissler testified on the matter. You heard 
his testimony, did you not? 

Mr. FirzGreravp. Part of it, sir. I came in while he was on the 
stand. 

Senator Lancer. It means that we sell millions of bushels of grain 
in this country, isn’t that right? 

Mr. FirzGeravp. I think it facilitates the marketing of American 
wheat, certainly, because it does permit an orderly way of supplying 
wheat to foreign countries at prices which are reasonably in line with 
or competitive with other sources of supply, but I am sure you under- 
stand, Senator Langer, that the United Kingdom would not have any 
obligation to buy American wheat except at the minimum of the range 
of prices. 


WHY GREAT BRITAIN REFUSED TO SIGN THE AGREEMENT 


Senator Lancur. We understand it is $1.55 a bushel. Now, you 
heard Mr. Stevens’ testimony? 

Mr. FirzGeracp. Yes, sir 

Senator Lancer. Do you agree with what he said 

Mr. FirzGeravp. I think | would have to disagree in part with 
Mr. Stevens, although not wl olly so. 

Senator Lancer. Well, what part do you disagree with? 

Mr. FirzGeravp. It may be just a form of words. I think the 
British felt—I disagreed with them you understand, Senator—that 
the existence of a wheat agreement tended to hold prices higher than 
they would be in the absence of an agreement 

They felt that the reasonable assurance of a market by the United 
States and by Canada and by Australia for a substantial volume of 


the wheat they had available for « xport made them less anxious sellers 


» 


because they felt they had a substantial proportion of their exportable 
surplus, particularly in the case of the Canadians, semicontracted 
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for under the agreement. So the British felt that in return for this 
assurance and the partial protection of the wheat agreement to the 
sellers, that the maximum price they should be required to pay 
should not exceed $2 a bushel. 

My own belief is that the existence of the wheat agreement was 
also a protection for the buyer and made the buyers less anxious 
buvers, and that it is as logical to assume that the wheat agreement 
tended to cause international prices to be lower than they otherwise 
would be, as it was to assume, as the British did, that the wheat 
agreement tended to cause international prices to be higher than they 
otherwise would be. 

It was primarily, as I understand it, on the basis that the United 
Kingdom felt the wheat agreement caused prices to be higher than they 
otherwise would be, and that $2.05 was higher than the United 
Kingdom could afford to pay, that they decided to stay out of the 
agreement. 

Senator Lancer. How much would this nickel a bushel amount to 
for Great Britain? 

Mr. FirzGeracp. Its guaranteed quantity was around 177 million 
bushels. That would be $8% million a year, approximately. 


BACKGROUND OF WITNESS 


Senator LAnGrR. I want some of your history. Where were you 
born? 

Mr. FirzGerarp. I was born in western Canada, Senator Langer. 

Senator Lancer. How long did you live in western Canada? 

Mr. FrrzGerravp. | lived in western Canada until 1924. 

Senator Lancer. Then where did you go? 

Mr. FirzGeratp. Then I moved to the State of Iowa. I went to 
lowa State College and was on the staff of lowa State College from 
1925 to 1932 

Senator Lancer. Where did you go from there? 

Mr. FirzGrraup. From 1932 to 1935 I was on the staff of the 
Brookings Institution in Washington, D. C. From 1935 to 1948, 
with the exception of a 2-year period, I was with the Department 
of Agriculture. 

Senator Lancer. What was your job there? 

Mr. FirzGeraup. I had a variety of jobs there, Senator Langer. 
[ was with the triple A for 4 or 5 years. I was with the Bureau of 
\gricultural Economics for 2 or 3 years. I was on the requirements 
and allocations staff of the Department of Agriculture during the war. 

Senator Lancer. And what have you been doing since you left 
the Department? 

Mr. FirzGeraup. I have been with the Mutual Security Agency 
since April of 1948, Senator. 

Senator Lancer. Of course, you know that Iowa doesn’t raise 
much wheat 

Mr. FirzGrraup. That is correct, sir. 

Senator Lancur. You are familiar, of course, with what happened 
to the price of wheat during the drought years? 

Mr. FirzGeraup. In 1934 and 1936? 

Senator LANGER. Yes; way back in 1932, 1933, 1934, 1935, 1946, 
1937, 1938, and 1939. 
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Mr. FirzGrra.p. Yes, sir. 

Senator LANGER. You know that in the State of Montana, for 
example, the farmers had to sell their wheat as low as 15 and 16 cents 
a bushel? 

Mr. FirzGeravp. Yes, sir. 

Senator LANGER. You know that in North Dakota we farmers—and 
I was one of them—sold our wheat as low as 19 cents a bushe!? 

Mr. FirzGrera.p. Yes, sir. 


PRICE OF WHEAT 


Senator LANGER. Do you not think that when it comes to a matter 
of signing the International Wheat Agreement, the United Kingdom 
ought to consider the fact that we are trying to keep up the price of 
wheat here in this country in order to take care of the wheat farmers 
of this country. Or, are they not concerned at all about us? 

Mr. FirzGrratp. Not too concerned, Senator Langer. Their con- 
cern is getting the wheat, since they are large importers of wheat, 
getting wheat at as reasonable and as low a price as possible. 

Senator LAncrer. They want to get it at dump prices, isn’t that 
true? 

Mr. FirzGeraup. They would like to get wheat at low prices if 
they can; yes. 

Senator Lancer. Don’t you think that the Mutual Security Agency 
ought to take that into consideration when they draw up the mutual 
aid bill? 

Mr. FirzGeraup. It cuts several ways, Senator Langer. 

Senator LANGER. Which way does it cut? You say you don’t agree 
with all Mr. Stevens says. I happen to agree with him entirely, and 
I want you to tell us wherein you disagree with Mr. Stevens. 

Mr. FirzGeratp. I would disagree with Mr. Stevens only to the 
extent, Senator Langer, of saving I don’t believe that the British 
were refusing to enter into the agreement because they wanted to have 
the wheat agreement break down or to fail to be continued. I think 
they stayed out of the wheat agreement first because they felt the 
wheat agreement tended to raise prices to them, and they wanted a 
lower maximum price in return and second because they felt that they 
hoped to be able to buy wheat in the next 3 years at prices less than 
they would have to pay for them under the agreement. 

Senator Lancer. The Soviet Union stayed out of this agreement, 
didn’t they? 

Mr. FirzGeravp. I don’t think they will be able to buy wheat at 
prices less than they would have been able to buy it if they had come 
into the agreement, but that is our opinion. 

Senator LAncrer. The Soviet Union and Argentina did not sign this 
agreement? 

Mr. FirzGrratp. That is correct. 

Senator Lancer. And England is joming the Soviet Union and 
Argentina in their opposition to it; isn’t that true? Isn’t that the 
net result of it? 

Mr. FirzGreravp. I would not think that it was quite correct to 
say that the British were joining the Soviet Union im this matter. 
It is true that the Soviet Union and the United Kingdom and Ar- 
gentina, as well as a number of other countries, are still not members 
of the agreement. To that extent, they are in the same classification. 
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Senator Lancer. They are cither for the agreement or they are 
against it. The United Kingdom has lined up with the countries 
who are opposed to this agreement, isn’t that right, and they have 
taken the excuse of a nickel a bushel for not signing it. Isn’t that 
right’ 

Mr. FirzGeraup. The United Kingdom didn’t sign it, and gave the 
reason that they could not afford a price as high as $2.05 a bushel. 


WHEAT AGREEMENT AND MUTUAL SECURITY BILL 


Senator Lancer. Can you give me any reason why in the world 
the United States should give aid under the mutual security program 
to a country that won’t join with 45 other countries in signing this 
agreement? 

Mr. FirzGeraup. The British military effort in Europe, Senator 
Langer, is the largest of any country. It may be relatively small as 
compared to our military effort, but it is larger than the effort that 
any other country in the world has undertaken today. 

I personally have a strong interest in having the British join the 
wheat agreement—I argued vigorously with them that they should; 
[ insisted that their line of reasoning was wrong—but I am also 
interested in seeing the British have the maximum kind of a military 
program that they can support, and [| am interested in seeing that 
country a strong military ally. 

Senator Lancer. What has that’ got to do with the wheat agree- 
ment? We have been giving them billions of dollars for military aid. 

Mr. FirzGrerap. I think it has this to do with it, Senator Langer. 
To refuse to approve funds for the British military program under the 
mutual security legislation because they failed to sign the Inter- 
national Wheat Agreement 

Senator Lanerr. I am talking about economic aid. Don’t get 
into military aid. I am talking about the economic aid we are giving 
Great Britain. 

Mr. FirzGeravp. All of the aid we are giving Great Britain, sir, 
directly or indirectly, supports the military program of the United 
Kingdom. 

Senator Mansrretp. Mr. Chairman, may I ask Mr. FitzGerald 
question there? 

Senator LANGER. Yes. 

Senator Mansrietp. Doctor, | have been on committees that you 
have appeared before for a number of years, and I think you have 
always been able to hold your own. I think you are one of the out- 
standing agricultural economists in the country, perhaps in the world. 

Now, isn’t it true that as far as the $200 million referred to in this 
testimony is concerned, that it is to go exclusively for the building of 
planes for the defense of Western Europe, and by the same token for 
the defense of this country? 

Mr. FivzGerapp. That is correct, sir. 

Senator MANsFIFLD. Is it not true that the rest of the aid con- 
templated for the United Kingdom this year goes for the purchase of 
military end items? 

Mr. FitzGerartp. That is correct 
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POSSIBLE AGREEMENT BETWEEN THE UNITED KINGDOM AND 
RUSSIA OR ARGENTINA 


Senator MaNnsFieLp. It has been brought out before this com- 
mittee that there is a possibility of an agreement between the United 
Kingdom and Russia. This agreement supposedly provides that 
wheat from Russia would be exchanged for British-manufactured 
goods. Do you know anything about any such agreement or agree- 
ments? 

Mr. FirzGeratp. Senator, | do not. That doesn’t mean that they 
don’t exist, but I have not seen any evidence to indicate that such 
agreements do exist. 

Senator MANSFIELD. Do you know of any such agreements between 
Kngland and Argentina? 

Mr. FirzGwraxp. No, | do not; and if I might add one other word, 
Senator Mansfield, the United Kingdom is this summer or fall turning 
back its wheat import purchases to the private trade. That is one 
of the reasons why I doubt there is any agreements, because you can’t 
have a bilateral agreement between, let us say, the United Kingdom 
and Argentina to buy X bushels of wheat at a fixed price, and then 
turn your import program back to the private trade. I am quite 
sure there is no intergovernmental agreement. 

Senator MansFie_p. Is there an intergovernmental agreement 
between the United Kingdom and Argentina relative to the pur- 
chase of beef? 

Mr. FrrzGrravp. | believe there is, sir. At least, there used to 
be, and I believe it is still in existence. 

Senator Mansrreip. To the best of vour knowledge there is no 
agreement between the United Kingdom and the Soviet Union by 
means of which the Soviet Union will furnish wheat or other grains 
to the British in return for manufactured articles? 

Mr. FirzGrraup. To the best of my knowledge there is no such 
arrangement. 

Senator MANSFIELD. Just to keep the record straight, will you make 
it a point when vou go back to vour office, to look mto this matter 
and furnish this committee any information you have relative to 
that particular proposition? 

Mr. FrrzGeraxp. | shall be glad to, Senator. 


Senator MANSFIELD. That is all, Mr. Chairman. 


\I ri L SEC RITY (GENCY 
\ HINGT D ( 
1. The latest contract invol\ £ eat shipments from | SS. R. tothe U1 p 
Kingdom was signed in September 1951 It provided for 800,000 tons of coarse 
grains and 200,000 tons of wheat It beca effective immediately and ship- 


ments were completed in the ensuing year 
2. Another U.S. 8S. R.-United Kingdom contract involving shipment of coarse 
grains only (150,000 tons of barley, 30,000 tons of oats, and 20,600 tons of corn) 


Was signed early in Oetober 1952 Delivery of the grain against this contract 
has been completed 
3. We understand that the Department of State has advised the committee 


that approaches have been made by the Soviet trade delegation in London to the 
British Ministry of Food to determine the United Kingdom’s interest in buying 
Soviet grain ineluding wheat However, no agreement has vet been concluded 
and the British Ministry of Food is uneertain coneerning the likelihood of the 


conclusion of such an agreement or its possible terms The grain trade in the 
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United Kingdom has been returned to private operation but this does not exclude 
the posts lity of a direct contract between the British Ministry of Food and the 
U R. Being free to buy on its own account, the United Kingdom private 
trade ioe approached the Russians for offers but as yet has made no purchases. 


U. 8. ECONOMIC AID TO GREAT BRITAIN 


Senator Lancer. How much economic aid have we given Great 
Britain since World War II? 

Mr. FirzGrraup. As I indicated earlier, Senator, I think it was 
between 5 and 6 billion dollars, but I can get it correctly for the record, 
if you wish. 

(Mr. FitzGerald later reported that Economic Aid to the UK since 
the end of the war had amounted to about $8 billion, of which less 
than one-half was grants in aid and more than one-half was loans.) 

Senator LANGER. That is economic aid I am talking about, not 
military aid. 

Mr. FirzGerawp. Yes, sir. 

Senator MANsFIELD. That includes the British loan? 

Mr. FirzGeratp. That includes the British loan, however. 


FRENCH EXPORTS OF WHEAT 


Senator Mansrretp. Could you tell the committee, Dr. Fitz- 
Gerald, just how much wheat France exports? I understand France 
is the fourth exporting power. 

Mr. FrrzGuraup. That is correct. The quantity that it guaran- 
tees to furnish under the wheat agreement is 367,000 bushels. 

Senator MansFreLp. Where does France get this surplus for export, 
from continental France itself or from the North African possessions? 

Mr. FrezGeratp. Continental France. 

Senator Mansrreutp. Is North Africa a wheat producing country? 

Mr. FrrzGrravp, Yes, it is a large wheat producing country, and 
normally has wheat for export. That wheat is exported in part to 
metropolitan France, and in part to other Mediterranean countries. 

Senator Lancer. Dr. FitzGerald, do you believe this treaty should 
be ratified promptly? 

Mr. FirzGrraup. Very definitely, sir. I am very much in favor 
of it. 

Senator LANGER. You agree with Mr. Stevens’ testimony at least 
to that extent? 

Mr. FirzGrraxp. Yes, sir. 


BRITISH ACTIONS AND HOW THEY AFFECT THE UNITED STATES 


Senator MansrreLp. Mr. Chairman, I believe he agrees with Mr. 
Stevens’ testimony more than the record will indicate. As I recall 
Mr. Stevens’ statements, he said, in effect, that what the British were 
really trying to do, in addition to breaking up the triumvirate, was to 
break the price of wheat so that they could buy it at the cheapest 
possible price. I think, in that respect, you are in agreement. 

Senator Langer. I thought you differed with Mr. Stevens on that. 
Do you believe that the United Kingdom is trying to do that? 

Mr. FrrzGeraup. I believe that the United “Kingdom believes 
that the existence of a wheat agreement results in Great Britain 
paying higher prices than she would otherwise pay. 
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I believe from what the United Kingdom has said at the time of the 
sessions here and when the matter was considered in London by the 
Cabinet, that in return for the protection which the British felt the 
wheat agreement gave to exporters, that the ceiling price should be 
$2 rather than $2.05. 

When the rest of the 45 member nations, as you pointed out, Senator 
Langer, signed an agreement at $2.05, the British considered it and 
said, ‘‘We are sorry, the price is higher than we can afford to pay. 
We believe that over the next 3 years the price will be lower than 
$2.05, and we are therefore going to stay out.”’ 

Now, I think their judgment was wrong, and I think their reasoning 
was wrong, but that is what it was. 


EFFECT OF BRITISH DEVALUATION 


Senator Lancer. Would you say, basing your reply upon your 
experience in both the agencies in which you have worked, that 
England has been particularly anxious to help us in our domestic 
welfare? 

Mr. FirzGeraup. No, I don’t think it has, Senator. I am not 
sure there is any reason why it should, but I don’t think it has. 

Senator Lancer. L agree with you. Take, for example, the English 
pound sterling. By official declaration, the pound, in 1949, was worth 
$4.03 in relation to the free American dollar. Anyone who wished to 
deal with British imports or exports could take it or leave it. And 
isn’t it true that in September of that year, without warning, the 
British Government declared the English pound to be worth $2.80 in 
relation to the free American dollar? 

Mr. FirzGreraup. They devalued in September of 1949, L believe; 
ves, sir. 

Senator LANGER. Wasn’t this done because it enabled the United 
Kingdom to offer British goods at a cheaper price in American markets 
to our consumers? Didn’t it also enable them to steal a march on 
both their European and American competitors in American markets? 
Isn’t that true? 

Mr. FrrzGreraup. The devaluation did permit the British to offer 
goods in the American and other export markets at prices less than 
would have otherwise prevailed. 

You know, of course, Senator Langer, that a number of other Euro- 
pean countries devalued at the same time, so that the British didn’t 
steal a march, to use your expression, on other countries that devalued 
simultaneously. 

Senator Lancer. That is true, but these other countries have signed 
the wheat agreement. 

Mr. FirzGrravp. That is correct. 

Senator LANGER. We are interested in this wheat agreement. Isn’t 
it true that when the British devalued the pound, that shoes and 
crockery and other British goods, which really had to compete with 
similar American goods for our domestic market, were reduced in 
price by fully 30 percent? 

Mr. FirzGeraup. I wouldn’t know whether they did or not, 
Senator Langer, but I suspect they probably did. 

Senator Langer. The British exports of Scotch whisky have no 
competition. ‘Their price was raised at once to absorb the 30 percent 
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devaluation, so that in terms of dollars it remained as before; isn’t 
that true? 

Mr. FirzGuraup. It is my understanding the British raised the 
price of Scotch whisky by the amount of the devaluation. 

Senator Lancer. In other words, the British Government is looking 
out for Great Britain; isn’t that right? 

Mr. FirzGeravp. Yes, sir. 

Senator Lancer. They were selling in competition in the world 
market with us, and reduced their prices 30 percent by devaluing the 
pound? 

Mr. FirzGeraup. Senator Langer, for the record, | would have to 
say that there were probably instances in which the British did leave 
the dollar price the same after the devaluation as before. There were 
other instances in which they raised the dollar price. 

They no doubt ranged all the way from no change in the dollar 
price to no change in the sterling price, depending upon competitive 
or other situations in the United States. I think that is very true. 


EFFECT OF BRITISH NONPARTICIPATION ON AMERICAN FARMER 


Senator LanGcrer. I don’t believe there is a single member of this 
committee that doesn’t want to treat the United Kingdom fairly. 
But I ask you whether you think that the United Kingdom is treating 
the American farmer fairly by not signing this wheat agreement. 

Mr. FirzGeravp. Senator Langer, I am sorry not to be able to 
wholly agree with you in the way you ask your question. I think 
the British should have signed. I think it was to their interest to 
sign the agreement. 

! think also for the reasons you have pointed out that they should 
have signed it, namely, 45 other countries were prepared to and were 
in the process of doing so, and I think the British should have played 
ball with the other 45 countries. But they had reasons which they 
felt compelling for not doing so. 

I don’t conclude from that by so doing they were unfair to the 
American farmers, sir. I would like to agree with you wholly, but I 
would have to make that reservation. 

Senator Lancer. You think they are fair with the farmers? 

Mr. FirzGeraup. No, sir. I don’t think that there is any relation- 
ship between signing the wheat agreement and British fairness to the 
American farmer. I think they are two separate things. 

Senator Lancer. How can you reconcile that with the statement 
made by Mr. Gus Geissler of the National Farmers Union? 

Mr. FirzGrraxp. I did not hear all of his statement, sir, so I am 
not sure as to which part you refer. 

Senator Lancer. Will you give him a copy of it so that he can 
read it? 

Mr. FirzGrravp. In thumbing through this, Senator Langer, I 
don’t see anything in Mr. Geissler’s statement that I would have 
any disagreement with. 

Senator Lancer. Nothing in that statement which you disagree 
with? 

Mr. FirzGeraup. Not as I just read it very hurriedly, sir. 

Senator Lancer. Have you anything further you want to say in 
connection with this matter, Mr. FitzGerald? 
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Mr. FirzGeraup. Only, Senator Langer, to say I hope that the 
committee and the Congress, the Senate, will favorably consider the 
avreement. I think it should be ratified by the United States. 

The fact that at the moment the United Kingdom has chosen, for 
reasons which I personally consider ill advised, not to sign it, does 
not automatically mean that they may not reconsider at some later 
date, and I hope, certainly, sir, that it will. In the meantime I urge 
approval of the agreement by you and your colleagues, sir. 


RESTRICTIONS ON INTERNATIONAL TRADE 


Senator Lancer. Well, I personally have gotten tired of fooling 
around with a country like Argentina that is out to wreck the wool 
industry in this country. I suppose you have investigated that, too, 
haven’t you? 

Mr. FirzGrravp. I heve not, sir; no. 

Senator Lancer. They have come just about as near to wrecking 
it as they possibly could by devaluating their peso. 

Mr. FirzGrratp. Is that all you wished, Senator? 

Senator Lancer. I would like to see if vou agree with this. The 
foreign states with whom we have treaty contracts by which they 
agree to liberalize their trade arrangements in practice have done just 
exactly the opposite. 

In additior to the usual bilateral agreements, import quotas and 
fees, licensing systems, export bonuses, and price fixing, they possess 
a pegged currency, a perfect agency for painless defaulting on any 
agreement, and if this is not sufficient, they freeze payments of 
accounts altogether or subject everything to quantity or individual 
restrictions, order and require permits and licensing by day-to-day 
decisions if it pleases them to do so. Do you agree with that or 
don’t you? 

Mr. FirzGrravp. Not in its entirety, Senator. 

Senator LANGER. Let me give vou some ideas as to how this oper- 
ates. I am reading from the Third Annual Report on Exchange 
Restrictions, issued by the International Monetary Fund, in Argen- 
tina, “Restrictions are exercised through licenses required for all 
imports.”’ You agree with that, don’t you? 

Mr. FrrzGeravp. Yes, sir. 

Senstor Lancer. Also for individual import quotas for some goods. 
You agree with that? 

Mr. FirzGeravp. That is correct. 


ARGENTINE FOREIGN TRADE PRACTICES 


Senator Langer. Licenses for nontrade payments and through a 
multiple currency practice, resulting from the use of a basic preferen- 
tial free market rate. That is true, is it not? 

Mr. FirzGeraup. Argentina does have a multiple rate system; 
yes, sir. 

Senator Lancer. A multiple currency practice results on the buying 
side from the use of three buying rates, including the free market rate. 
Some exports are controlled in accordance with the requirements of 
the internal market. Just meditate on how complete this control is 
and how totally it responds to the slightest touch of the manipulator. 





52 INTERNATIONAL WHEAT AGREEMENT 


Let us see, for example, what is meant by multiple currency rates. 
[tis precisely this: 

The Argentine peso is pegged without relation to any true market 
value at 3 different rates, 5 to the United States dollar, seven and a 
half to the dollar, and a third or a fluctuation rate on the free market; 
in short, depending on what is purchased and the so-called desirability 
of the purchase in terms of the Argentine economy, the identical 
Argentine peso has three widely differing values amounting in effect 
to a controlled system of exports and imports, which would defy any 
trade treaty ever made. I think you will agree with that. 

Mr. FrrzGeratp. I would agree with a very great proportion of it, 
sir. 

Senator Lancer, The exporter who sends to the Argentine goods 
the Argentine is seeking to discourage, finds that he is paid in currency 
which is worth a good deal less in real money than that which is 
given another American exporter who is bringing into the Argentine 
that which the Peron government is seeking to encourage. That is 
right; isn’t it?) There are preferred imports, such as fuel oil, coal 
and coke, at which the peso has a 5 to $1 rate. On the other and 
less preferred imports, such as foodstuffs, steel, tobacco, and industrial 
materials, the rate is 744 to the dollar. 

All unessential and luxury imports, such as automobiles, watch 
parts, motorcycles, are affected by the free market rate, which is 
currently at 14.37 to the United States dollar. You being an econo- 
mist, | think you know that that is right. 

Mr. FirzGrrautp. That is correct. 


BRITISH FOREIGN-TRADE PRACTICES 


Senator Lancer. What sense is there in an agreement with 
countries guilty of such practices as these? 

Now let us take Great Britain, which is the loudest in its denuncia- 
tion of what its leaders call our trade barriers and restrictive trade 
practices, and [ quote again from the third annual report of the 
International Monetary Fund: 


In the United Kingdom we find a complicated list of licenses and restrictions— 


and I am talking about the American businessman and his problems 
in trying to do business over there— 

In the United Kingdom we find a complicated list of licenses and restrictions 
which leave any and all decisions on the operation of trade in the hands of the 
British Board of Trade and the Bank of England. Not only must the American 
exporter contend with the opposition of a rigid cartelized competition quite 
capable of preventing even the possibility of physical distribution of its product 
on the British market, but he discovers that licenses are required for almost all 
imports. 

That tn ee 

1at is true; isn’t 1t! 

Mr. FirzGerap. Yes, sir. 

Senator Lancer. Moreover, the same system of licenses which 
applies to American imports does not apply to imports from other 
countries. Isn’t that right? 

_ Mr. FrrzGerravp. In part only. They have import licenses for 
imports from other countries. 

Senator Lancer. They are discriminating against the United 
States of America. 
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Mr. FrrzGeratp. The United Kingdom also has systems of import 
licenses against imports from other countries, too, Senator Langer. 
They are not as extensive in most instances. 

Senator Lancer. In short, there are favored countries, depending 
on whether they are a part of the monetary or trade structure known 
as the sterling bloc, depending also on the grade at which they are 
party to this bloc. You would not disagree with that? 

Mr. FirzGeraup. The “favoritism” depends primarily, Senator 
Langer, on whether the United Kingdom has the adequate holdings 
of the exchange for the countries with which they are trading. 

In the case of the United States, their holdings of dollars are rela- 
tively small. Their restrictions on imports from the dollar area are, 
as a consequence, relatively tight. For other countries for which they 
hold relatively large balances, or have relatively large earnings, their 
import restrictions are much less. There is no question about that. 

Senator Laneur. I am trying to show that their refusal to sign this 
wheat agreement is part of their general policy. Let me take another 
item, the freezing of payments on account. 

It is very interesting in view of controversy over the Defense De- 
partment’s refusal to accept a British bid for generators on the Chief 
Joseph Dam project. You are familiar with that, of course? 

Mr. FirzGeraxp. Yes, sir. 

Senator Lancer. An American exporter may in most cases sell in 
Great Britain. Theoretically, he can be paid. In fact, however, he 
cannot receive his money in terms of dollars or convertible sterling 
except by special negotiation involving higher level discussions with 
representatives of the state itself. That is true, isn’t it? 

Mr. FirzGeratp. If a British importer gets an import license from 
the appropriate British governmental agency, that, at the same time, 
guarantees the importer the dollar exchange to buy it. 


OPERATIONS OF THE STERLING BLOC 


Senator Lancrr. Now, Doctor, you have had a lot of experience. 
I cite you the fact that the greater part of the savings of the Irish 
Re public are thus frozen in British hands. India has 1 billion pounds 
sterling in the London bank to her credit, and she cannot touch it. 

These funds are gradually released at the option of the British 
Government through the Bank of England. These releases are 
conditioned always by the tie-in trade demands placed on the respec- 
tive countries. 

Ireland, for example, would like to buy American coal. It cannot 
do so without running the risk of offending the Bank of England. 
The same is true of India and of other countries. The sterling area 
agreements derive their efficiency from the very practices and exchange 
controls which were denounced at Bretton Woods and San Francisco. 

This web which expresses economic nationalism at its height 
extends in many directions. There are 3 or 4 gradations of inte- 
gration of the various associated states with the sterling bloc 
mechanism. We find, for example, the special situation in which the 
Russians, through their connection with the fringe areas of the 
sterling bloc, are in a better position to buy cheaply and freely in 
sterling countries than in this country. Now, that is true, isn’t it? 
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Mr. FrrzGeraup. Yes, that would be true to the extent that they 
are 

Senator Langer. Transfers of capital to anywhere outside of the 
sterling area require official approval, and even the amounts which 
may be taken out of the country by persons traveling on legitimate 
business in this country are rigidly controlled. 

The bloc includes the United Kingdom, territories mandated to 
Great Britain, British protectorates, Saudi Arabia, Iran, Iraq, Ethio- 
pia, and all of the dominions with the exception of Canada and 
Newfoundland. 

It also includes a number of European countries which are bound to 
the bloc by an accumulation of sizable sterling balances which are 
permanently frozen unless utilized by continued transactions within 
the sterling area. 

I mention these things to you because | agree so fully and completely 
with what Mr. Stevens testified. I think the whole history shows that 
the British people have done everything possible to take care of the 
British people, British farmers, British labor, British coal miners, 
British businessmen. Yet, as I view your attitude, you aren’t par- 
ticularly concerned whether the wheat farmer sells his grain in Mon- 
tana at 15 cents or in North Dakota at 19 cents. 

Mr. FirzGrratp. I am very much concerned, Senator. 

Senator Lancer. You don’t evidence it by your testimony here. 

Mr. FirzGeravp. I am sorry if you put that interpretation on my 
testimony. It certainly wasn’t intended, sir. 


THE WHEAT AGREEMENT AND THE MUTUAL SECURITY PROGRAM 


Senator Lancer. You are still willing to send over billions and 
billions and billions of dollars as in the past. You are willing to help 
them under the Mutual Security Program, with which you ‘and Mr 
Stassen are connected Yet when it comes to a matter of a nickel, 
Great Britain says ‘“‘We are going to pay $2 a bushel’ and 45 coun- 
tries say ‘“‘We are going to pay $2.05 a bushel.” 

To me, that is an evidence of hostility to the domestic policy of the 
United States. I just can’t reconcile it as coming from a country 
which is anxious to do very much for the United States of America. 

As I said before, they are doing exactly what Argentina and Russia 
are trying to do to this country. I suggest you talk to some of the 
wool growers out in Wyoming or in Ohio, the largest wool-producing 
State in the Union, and the State of Mantana. The price of wool is 
going down and they are unable to meet competition in Argentina. 

Why? Because they devaluate the peso. They send their wool 
tops over to this country and the conversion rate goes as low as 17% 
pesos. If it is something that they require, it is 5 pesos. 

I am certainly grateful to you for coming over. 

Do you have any questions, Senator Mansfield? 

Senator MansFie._p. No, no questions, Mr. Chairman. 

Senator Lancer. To me, sitting in the Foreign Relations Committee 
and listening to the Mutual Security Program, I see every single 
possible way that this country has helped the United Kingdom after 
World War II at the expense of the Americaa taxpayer, sending over 
billions of dollars. [am not talking about military assistance. I will 
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take the former President’s view that England and France were our 
first lines of defense. I am tall ing about economic aid 

I think that this wheat agreement is a perfect example of the lack 
of cooperation that the farmers of the United States get. This 
affects, of course, the business interests of this country, because if the 
farmer is not prosperous, then the business people are not prosperous. 

I agree with Mr. Stevens, when he said that they are trying to ruin 
the wheat industry of this country and to get that wheat just as 
cheaply as they possibly can, regardless of how it may affect the 
economy of the United States. I wish we had a few more men like 
Mr. Stevens over in the State Department. 

Mr. FirzGeraup. Thank you, Senator. 

Senator Lancer. Is there anyone else here who wishes to testify? 

Mr. Brooks. I understand, sir, I have permission to file a statement. 

Senator Lancer. Your statement will be filed, Mr. Brooks, and 
will be made a part of the record. 

Mr. Brooks. I will submit it either later today or Monday. 

(The prepared statement submitted by Mr. William F. Brooks « 
the National Grain Trade Council is as follows:) 


STATEMENT OF WiLuIAM F. Brooks, Executive SECRETARY, NATIONAL GRAIN 
TraveE Councr 


The National Grain Trade Council appreciates this opportunity to submit to 
the Senate Committee on Foreign Relations its views on the proposal to renew the 
International Wheat Agreement. 

The grain trade believes that this agreement should be renewed since in our 
opinion the wheat agreement is a constructive feature of the machinery available 
to the United States to maintain wheat exports under present domestic ag ric ane al 
programs and under present world conditions. The private grain trade has been 
able to operate within the adminis strative procedures deemed by the Government 
to be essential in carrying out our obligations under the present agreement. The 
private grain trade hopes and anticipates that under a renewed agreement, they 
will continue to merchandise in the worl id market wheat exported under the agree- 


ment and wheat exported but not cove red by the agreement 

The grain trade will, if it is at all possible, continue to attempt to merchandise 
United States grain, including wheat, in the world market. The committee’s 
attention, in this respect, is called to a statement filed by the National Grain 
Trade Couneil this year with the Senate Committee on \criculture and Forestrv 
in its hearings on ‘‘Foreign trade in agricultural products.” The statement is set 
out at pages 362-365 of part 2 of the report of those hearings. There the private 
grain trade’s export activities are reviewed and listed. 

Your committee should know that in recent months the grain trade has en- 


countered resistance from foreign buyers who, because of various congressional 
proposals stemming from large domestic carryovers, are adopting a wait-and- 
see attitude. These foreign buyers, many of whom are short of dollars and 
most of whom feel they are our deserving associates in our aim to keep the world 
free, are reluctant to buy now or to plan to buy later if by chance Congress 
approves a policy under which our stocks will be given away by the Govern- 
ment or bartered by a Government agency or available for ‘“‘purchase’’ in ex- 
change for soft currency. We suggest, therefore, that if your committee has 
oceasion to study these proposed giveaway or barter or soft-currenecy deals, 
your approach be realistic lest in adopting any of them, vou embark this Gov- 
ernment on a state trading course all to the ultimate detriment of America’s 
grain producers. 


Senator LAnerErR. Thank you very much. 
If there is nothing further, the meeting is adjourned. 
(Whereupon, at 12:35 p. m., the committee adjourned.) 
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APPENDIX I 


IMPLEMENTING LEGISLATION RECOMMENDED BY THE DEPARTMENT OF AGRICUL- 
TURE (REFERRED TO THE SENATE COMMITTEE ON FOREIGN RELATIONS) 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 24, 1953. 
The PRESIDENT OF THE SENATE, 
United States Senate 

Dear Mr Presipent: There is transmitted herewith for consideration by the 
Congress a draft of legislation which would amend the International Wheat 
Agreement Act of 1949 (63 Stat. 945) to extend the authority contained in that 
act for the purpose of implementing the agreement revising and renewing the 
International Wheat Agreement signed by Australia, Canada, France, the United 
States, and 41 wheat-importing countries. 

The International Wheat Agreement Act of 1949 authorized the President, 
acting through the Commodity Credit Corporation, to make available, or cause 
to be made available, such quantities of wheat and wheat flour and at such prices 
as are necessary to exercise the rights, obtain the benefits, and fulfill the obliga- 
tions of the United States under the International Wheat Agreement of 1949, 
and to take certain other action necessary in the implementation of that agree- 
ment. Pursuant to this authority the Commodity Credit Corporation has made 
wheat available under the agreement by using wheat acquired by it under its 
price-support program and by making export payments to commercial exporters 
for wheat and wheat flour exported to member countries of the agreement in 
accordance with the terms and conditions of the export payment program. The 
rate of payment on such exports reflects the difference between the price of wheat 
on the domestic market and the price of such wheat under the agreement. All 
such transactions are reported by the Department to the International Wheat 
Council for recording in the records of the Council as credits to the guaranteed 
quantity of the United States. Most of the transactions thus recorded with the 
Council in fulfillment of the guaranteed quantity of the United States have been 
made through the usual and customary channels of trade. 

Section 2 of the proposed bill would make the provisions of section 112 (m) 
of the Economie Cooperation Act of 1948, as amended, applicable to the new 
agreement. Section 112 of the Eeonomic Cooperation Act of 1948 was con- 
tinued by section 502 of the Mutual Security Act of 1951 (22 U. S. C. 1653). 
Section 112 (m) exempts from the pricing provisions of section 112 (e) of that 
act (which requires Commodity Credit Corporation to charge cost or domestic 
market price, whichever is lower, on all surplus commodities held by the Cor- 
poration in its price-support stocks which are procured from the Corporation 
with foreign assistance funds and where the transfer to the recipient country 
is by grant) and section 4 of the act of July 16, 1943 ( (57 Stat. 566) (which 
requires Commodity Credit Corporation to be fully reimbursed for all eom- 
modities procured to supply the needs of other Government agencies) wheat 
and wheat flour supplied to countries which are parties to the International 
Wheat Agreement of 1949 and credited to their guaranteed purchases there- 
under. Under this exemption Commodity Credit Corporation is authorized 
to assume the difference between the agreement prices at which the wheat 
wonld move, and market prices or Commodity Credit Corporation costs at 
which it was procured. It should be noted, however, that the exemption granted 
by section 112 (m) has not been available during the fiseal vear 1953 by reason 
of the so-called Whitten amendment contained in the Mutual Security Appropria- 
tion Act, 1953 (66 Stat. 655) which requires the payment to Commodity Credit 
Corporation of support price, including handling and storage charges, where 
commodities are purchased from Commodity Credit Corporation with funds 
appropriated for economic assistance by that act. 

The International Wheat Agreement, by its own terms, expires on July 31, 
1953. The agreement revising and renewing the International Wheat Agree- 
ment has been transmitted by the President to the Senate to receive the advice 
and eonsent of that body on its ratification. The agreement submitted to the 
Senate would continue, with certain modifications, the 1949 agreement for a 
period ending July 31, 1956. Under the new agreement the guaranteed quantity 
of the United States is 270 million bushels for each crop year as compared with 
253 million for the current crop year in the 1949 agreement. This quantity will 
be subject to adjustment in the event of nonparticipation by members of the 
present agreement or the participation through accession after the agreement 
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enters into force of countries not members of the present agreement. The prices 
specified for the duration of the new agreement are maximum $2.05 per bushel, 
minimum $1.55 per bushel as compared to $1.80-maximum and $1.20 minimum 
for the current crop year in the 1949 agreement. 

Upon acceptance by signatory countries as provided therein by July 15, the 
new agreement will come into force on that date. This will permit the Council 
to take necessary action thereunder prior to the expiration of the 1949 agreement 
on July 31, 1953, and thus avoid any serious lapse in this arrangement of the 
international trade in wheat. As indicated, the Senate is now considering the 
matter of acceptance of the agreement by the United States. It is recommended 
that the Congress give immediate consideration to the proposed implementing legis- 
lation so that, in the event of United States participation in the new agreement, 
this authority will be available not only to enable the United States to meet its 
obligations upon the entry into force of the new agreement, but also to secure 
the full benefits of the agreement, particularly those of maintaining the competi- 
tive position of United States exporters in the traditional markets for United 
States wheat and wheat flour. 

We are also submitting this proposed legislation to the Speaker of the House of 
Representatives. 

The Bureau of the Budget advises that enactment of this proposed legislation 
would be in accord with the program of the President. 

Sincerely yours, 


Z 

/ 
4 

4. 


Enclosures. 
JOINT RESOLUTION To amend the International Wheat A ment Act of 1949 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section 2 of the International Wheat Agreement Act 
of 1949 (63 Stat. 945) is amended by inserting before the parenthesis at the end 
of the first sentence thereof the following: ‘‘and the agreement revising and re- 
newing the International Wheat Agreement for a period ending July 31, 1956, 
signed by Australia, Canada, France, the United States and certain wheat im- 
porting countries.” 

Sec. 2. Reference in any law to the International Wheat Agreement of 1949 
shall be deemed to include the agreement revising and renewing the International 
Wheat Agreement. 

AppENDIx II 


(The following statements were subsequently furnished for the 
record.) 
NATIONAL FEDERATION OF GRAIN COOPERATIVES, 
Washington 5, D. C., June 30, 19538 
Hon. Wiitu1AmM LANGER, 
Chairman of the Subcommittee of the Committee on Foreign Relations, 
United States Se nate, Washington 25, > e 


Dear Mr. CHarrRMAN: Because I was out of the city, I was unable to appear at 
the hearing to consider ratification of the new International Wheat Agreement, 
This, therefore, is to record our enthusiastic support of the new agreement nego- 
tiated by the executive branch of the Government. 

Its ratification will be of material assistance not only in assuring an orderly 
movement of wheat in international trade but in providing an assurance of a 
fair share of the international trade in wheat to American wheat producers. 

United States wheat producers through two World Wars and in the postwar 
period of both wars have responded patriotically to the call of their Government 
for all-out production. Our wheat has saved millions from starvation. 

It is not easy to increase production of a commodity in this fashion and then to 
adjust suddenly to a greatly curtailed demand. The result after both postwar 
periods is that we have been confronted by a surplus. 

Now we have a surplus of wheat, but this surplus should not be regarded as 
something for which we should apologize; rather, it is a United States asset and a 
world asset of tremendous importance, and the new International Wheat Agree- 
ment will assist in helping to make this wheat serve a useful purpose that is in our 
national interest. 

The cooperatives, local and regional, engaged in grain marketing, which are 
associated with this federation, serve as the marketing mechanism for more than 








os INTERNATIONAL WHEAT AGREEMENT 


1 million United States wheat producers. For these farmers the new agreement is 
of tremendous importance; and we desire, therefore, to urge you and other mem- 
bers of the subcommittee, as well as members of the full committee and of the 
Senate, to ratify the agreement. 
Sincerely, 
toy F. HENDRICKSON, 
Executive Secretary. 





STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION 


The American Farm Bureau Federation recommends that the Senate ratify the 
proposed International Wheat Agreement now under consideration. This agree- 
ment results from extensive negotiation and probably represents the best 
agreement possible at this time. During the 3 years in which it will be operative 
we will gain further experience, and on the basis of such experience may be able 
to improve subsequent agreements in this field. 

We are faced with supplies of wheat far greater than any current firm market 
demand. This surplus has been accumulated in large part as a result of Govern- 
ment programs which have offered, and continue to offer, an incentive to wheat 
farmers to overproduce. 

Our recommendations with regard to renewal of the wheat agreement are based 
on the resolution adopted by the official State farm bureau voting delegates to 
the annual meeting of the American Farm Bureau Federation, December 1952. 

‘We favor in principle the idea of an International Wheat Agreement; however 
any renewal of the present agreement should reduce the subsidy cost to the United 
States Government, provide a formula for varying future agreement prices as 
economic conditions change and assure a fair allocation of export quotas.” * * * 

We recommended to the United States delegation negotiating this agreement 
that a formula be provided in the renewal of this agreement that would take into 
consideration changes in economic conditions and that the maximum and mini- 
mum prices in the wheat agreement be adjusted upward or downward based on 
an index reflecting these changes. 

The operation of the International Wheat Agreement during the past 4 vears 
has cost the United States Government about $580 million or about 63 cents a 
bushel on the wheat exported by the United States under the agreement. In 
considering the renewal of this agreement we would point out to the committee 
that the minimum price provi ‘ed for in this extension may be of much greater 
a during the next 3 years than has been the case in the past 

One of the fundamental bases for our supporting the extension of the Interna- 
tional W se Agreement is a desire to give more stability to international trade 
in wheat by assuring the importing countries access to supplies at not more than 
a predetermined maximum price and by assuring exporting countries of a market 
for a given quantity of wheat at not less than a predetermined minimum price. 
Without an international wheat agreement the payment of export subsidies by 
the United States likely would lead to a competitive subsidization of wheat 
exports by other countries. This could be very expensive to all wheat exporting 
countries. Canadian spokesmen have indicated that they are prepared to competi 
for the world wheat markets on a price basis. In the absence of an international 
agreement heavy subsidization of wheat exports could lead importing countries 
to erect trade barriers for the protection of their domestie producers. In addition ° 
it could greatly increase the difficult of developing a mcr international trade 
in wheat by giving importers the idea that wheat is worth less than its real value 

We wish to call attention to article 10 of the agreement, which is an escape 
clause. No doubt this clause is essential. However, for importing countries it 
provides a procedure for relief from obligatory pure hase 's to safeguard the balance 
of pavments or monetary reserves. The dollar reserves of most imy orting coun- 
tries under the agreement is ; recarious 

Failure on the part of the United States to ratify this proposed agreement will 
not enable us to save the indicated costs of participating in such an agreement. 
In fact the cost of disposing of the excess supplies of wheat which are accumulating 
under the present price-support program might be greater without the agreement. 

In considering this question we hope that this committee, and the Congress as 
a whole, will come to grips with some of the real facts involved in the situation.in 
which we find ourselves. We must get at the cause of the difficulty. The 
avcricultural plant in the United States has been ereatly ex; anded during and s‘nce 
World War II. There is no firm long-time market demand for these crops to 
match foreseeable supplies. This is particularly true with regard to wheat. 
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A greatly expanding foreign market for wheat is far more important to the 
American wheat producer than the allocation of a relatively small portion of an 
existing market among principal exporters. The American Farm Bureau Fed- 
eration has proposed a program designed to expand foreign markets for. agri- 
cultural products in a manner that is suited to the needs of the United States 
and cooperating countries. We wish to call attention to S. 2127. Enactment 
of this bill would protect existing markets for United States exports and create 
new ones. It would arm the United States foreign-policy administrators with 
a powerful economic weapon to orient international trade to parallel our military 
alliances, strengthen the economies of cooperating nations, and provide for them 
supplies of foods and other requirements as well as markets to minimize unem- 
ployment without dependence upon Communist-dominated areas. It could 
counter the Communist trade offensive 

We must solve the problem of increased outlets for agricultural commodities 
or face serious consequences which are becoming more ominous daily. 

We believe the Senate should ratify this agreement and at the same time give 
consideration to programs designed to expand markets for agricultural products, 
both at home and abroad. If we fail to take positive action the consequences 
may be serious, not only in agriculture, but to the whole economy. 
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